With Our Readers 


Sirs: 
So the President is going to give busi- 
ness a “breathing spell.” Magnanimous 
of him, don’t you think? About the 
time Mr. Roosevelt’s letter to Mr. 
Howard was published my interest hap- 
pened to be caught by another item in 
the newspaper, a very brief and unim- 
portant little item. Over in a New 
Jersey court a woman was seeking a 
divorce, claiming her husband was a 
wife-beater. It seems he was a very 
considerate wife-beater. He beat her 
until she was faint and groggy, then 
he gave her some strong black coffee 
and let her rest a while—after which 
he beat her some more. No doubt I’m 
a Tory and a reactionary and an old 
meany, but I can’t help wondering a 
little bit about the enduring quality of 
Mr. Roosevelt’s sudden consideration 
for business.—R. L. P., Troy, N. Y. 


Sirs: 

The New Deal may have made its 
mistakes but if they were as vital as 
you critics in Wall Street seem to 
think how is it that business is show- 
ing the best recovery in several years 
and the stock market is having almost 
a boom? Business is scared and uncer- 
tain! Business has the jitters! You'd 
think there wasn’t a wheel turning in 
our factories. As for the stock mar- 
ket, what has become of all the gloomy 
discussion about how when the S EC 
got on the job there wouldn’t be any 
more speculative activity? Except for 
§ the Republican politicians, I don’t hear 
s any clamor about the sad fate of the 
revalued dollar. I don’t see the pub- 
lic doing any worrying about the dol- 
lar. Then take the utility policy that 
# some say is going to put utilities on the 
rocks. Maybe it will put some of them 
on the rocks—where they belong—but 
} | notice that the industry as a whole is 
today selling practically as much elec- 
tricity as it did in 1929 and still is 
making reasonable profits out of it. 
The trouble is that it all depends on 
whose ox is gored. Some folks are very 
glad to take help from the government 
B but don’t want anybody else to get it. 
Business likes the tariff and reciprocal 
trade agreements and government help 
for housing and also likes to get govern- 
ment orders. But business gets the 
jitters and hollers “unconstitutional” 
when Roosevelt tries to lend a hand to 


the farmers and to the workers. As 
for the heavy spending, the biggest part 
of it is for relief of unemployment. 
What can be done about this? I bet if 
some of the critics of the spending were 
having to live on these small Federal 
payments they wouldn't think it was 
extravagance.—J. L., Davenport, Iowa. 


Sirs: 

In his recent statement promising a 
halt in governmental experimenting 
President Roosevelt said, according to 
the verbatim text printed in the papers: 
“Unemployment is still with us, but it 
is steadily diminishing.” On the same 
day in the same newspaper and also on 
the first page General Johnson, of 
N RA fame, stated that unemployment 
today is worse than ever before, despite 
improving business. In the face of such 
contradictions from those in high places 
what is the man in the street to believe? 
What are the facts?—J. D., New York 
City. 

All statistics of unemployment are 
estimates and the estimates vary con- 
siderably. Nevertheless, if one averages 
all of the accepted estimates, the con- 
sensus is that unemployment today is 
moderately greater than it was a year 
ago, even allowing for the normal an- 
rual increase in total of potential work- 
ers as young people reach adult age. 
Certainly aggregate re-employment thus 
far has not been proportionate to the 
past year’s gain in general business ac- 
tivity. The heart of the problem con- 
tinues to be sub-normal volume in con- 
struction, the heavy industries and 
foreign trade, together with the service 
industries—including railroads—which 
are importantly affected by depression 
in these three.—Eb. 


Sirs: 

You express an opinion editorially 
in your issue of August 31 that the 
new Public Utility Law is not quite as 
fearsome as it might have been. Never- 
theless I am considerably disturbed over 
it for my investments are heavy in this 
industry. Perhaps you are right that 
we can expect an intelligent administra- 
tion of the Law under the SEC. Such 
a view is borne out by the way in which 
they have handled the many problems 
surrounding the Securities Act. But, 
everything depends on personnel. The 
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latest appointment to the board, that of 
John D. Ross, is not particularly en- 
couraging for he is a known public 
ownership advocate and naturally will 
be inclined toward harshness in his 
judgment on utility matters. 

It is being commonly said that many 
holding companies can consolidate their 
position and conform to the require- 
ments of the new legislation by dis- 
position of certain remote properties. 
But, when it is known that a given 
property is to be disposed of, how can 
it be expected that it will bring any- 
where near its true value? How can it 
mean anything else but a terrible loss 
to security holders?—C. P. C., Balti- 
more, Md. 

It is true that a sound administration 
of the Public Utility Law depends on a 
sympathetic understanding of the prob- 
lem by the SEC Commissioners. Mr. 
Ross is reputed to be an advocate o 
public ownership but it is unlikely tha 
he will have full sway in administering 
the provisions of the Act, although it 
is to be expected that he will have a 
place on that division of the SEC 
handling public utility affairs. We ex- 
pect cautious and deliberate action from 
the Commission pending the test of the 
constitutionality of the Act before the 
Supreme Court. As indicated in our is 
sue of September 14, we believe the Act 
will be found unconstitutional. Mean- 
while, some changes in holding com- 
pany interests will undoubtedly take 
place, making toward greater simplifi- 
cation. It may be possible to work out 
favorable exchanges of properties be- 
tween systems which will result in 
greater geographical consolidation. In 
this way some of the losses which you 
fear might be alleviated. The whole 
subject as it affects security holders in 
the industry is covered in the discus- 
sion of leading companies and their 
issues in this number of the Magazine. 
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Sirs: 

As I see it the real issue is not 
whether we should change the Consti- 
tution—for we have changed it fairly 
often for specific reasons—but whether 
we should give the New Deal a blank 
check. Vague talk about changing the 
Constitution is one thing. Writing the 
specific amendment or amendments is 
the nub of the matter. Will Roosevelt 
risk it?—Y. L. R., Anniston, Ala. 
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Leading men in leading indus- 
tries choose the leading financial 
publication to carry messages of | | 
vital importance to the investor 
public. | 
| 


During the past few months the 
following leaders have been guest 
editorial writers of The Magazine 
of Wall Street. Their integrity 
is above reproach:— 

| 


C. M. Chester, President, Gen- 
eral Foods Corp. 


Thos. J. Watson, President, 
International Business Ma: 
chines Corp. 


Walter P. Chrysler, Chairman 
of the Board, Chrysler Corp. 


Edward F. Hutton, Chairman 
of the Board, General Foods 
Corp. 


George M. Verity, Chairman of 
the Board, American Roll. 
ing Mill Co. 


A. E. Duncan, Chairman of 
the Board, Commercial 
Credit Co. 


Bernard J. Mullaney, Vice. 
President, Peoples Gas Light 
and Coke Co. 
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The Trend of Events 


WAR’? HE peace of the world hangs on the 
ii will of a single man. Signatory to the 
Kellogg Briand treaty which out- 
lawed war as an instrument of national policy, Musso- 
lini boldly resorts to it. Member of the League of 
Nations aimed at the maintenance of peace, Italy pro- 
ceeds with a policy that forebodes its destruction. Mad 
man or colossal bluffer, Mussolini brings the world to 
the edge of war. If the League should fail to apply 
sanctions under the covenant the African war may be 
localized, but the League would be gone. If it applies 
them the Dictator may turn in wrath to an assault upon 
the boundaries prescribed by the World War peace 
treaties. If he submits to the decisions of the League 
he faces his own ruin. But if Italy surrenders now, or 
even if the League finds a way to give Mussolini the 
substance of what he wants, Germany prepares for the 
day when she will break the straitjacket imposed upon 
her by the Treaty of Versailles. 

Whatever comes the United States must stay out of 
armed conflict. No cost is too great to follow this 
policy, short of actual defense of our territory. There 
must be no yielding even though business be prostrated 
for a time and the depression continued. Even a local 
war in Africa would give a stimulus to our foreign 
trade, and war in a wider zone would tend ultimately 
as it did in 1914 to bring in a boom. But beyond any 
trade advantage, little or great, stands the possibility of 
world-wide ruin and another generation of misery. In 


or out of such a war we would suffer sorely in the end, 
but out of it we could at least preserve the foundations 
of an isolated economic empire which will survive the 
chaos that would prevail elsewhere. If necessary to 
avoid entanglements which may lead to our involvement 
we should be willing to embargo all exports and refuse 
all financing, waive all war prosperity to warring na- 
tions, although the President has not the authority 
under the neutrality act recently adopted by Congress 
to go so far as that. 

But in resolutely defending our own peace, we must 
take to heart the lesson that the Millenium has not 
come, that wars will come, and that we must be ready 
to defend our territories and our essential rights. We 
must learn also that it is not our business to pose as the 
moral teacher of the nations. It is not for us to con- 
demn Italy, ruthlessly expanding in 1935, any more 
than it was our business to condemn Britain for hold- 
ing the Transvaal, France for the rape of Morocco, or 
Japan for the conquest of Manchuria. Empire knows 
no ethic. No nation will wither and die out of respect 
for any rule of international morality. We must keep 
out of the way of the forces of national growth so long 
as they do not press upon us. It is not for us to hand 
out homilies to less fortunate nations. We have our 
sufficient empire. To defend it resolutely is our duty, 
but to assist in maintaining immutably all the boundar- 
ies “frozen” by the Allies at the end of the World War 
is the course of folly and the road to war. 
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EXPERT 
ADVICE Park is at his best in impromptu 
talks to his good neighbors of 
Dutchess County. Thrifty husbandman that he is, he 
is aghast at the extravagance, waste and overlapping 
agencies of local and county government. To his neigh- 
bors, assembled in friendly rural conclave, the President 
cited 1,000 or more highway departments in northern 
New York State alone, also the needless multiplication 
of surrogates’ offices. He urged local voters and tax- 
payers to concentrate on their local budgets. 

We think this is delicious—coming from the gentle- 
man who has broken all records in expanding the activi- 
ties and costs of the Federal Government! In a way, 
of course, none can deny that he has labored assiduously 
in the interest of local economy. Presumably, the more 
the Government spends, the less municipalities and 
counties should find it necessary to spend! 


, ‘HE pleasant-voiced squire of Hyde 


—_ 


NATIONAL bb IGHT HORSE Harry Hop- 
kins, it seems, is to be put 


PLANNING 
in general command, while 


Heavy Artillery Harold Ickes is to be consigned to the 
rear in charge of reinforcements. Thus ends a costly 
intra-administration row that delayed and confused 
the New Deal’s most important relief and recovery 
measure, the four-billion-dollar Work Relief program. 
President Roosevelt has himself to blame for this row 
and the precious time it cost... . The President knew 
of this essential antagonism, and he should have made 
his choice last March. . . . Now, six months later, he 
makes the decision he should have made then.” 

These criticisms are from the New York World- 
Telegram, ardent and consistent supporter of the New 
Deal and of the President. They can not be called 
biased or unfriendly. We will add to them only the 
inescapable conclusion that this spending will re-eemploy 
3,500,000 men only by resort to the discredited methods 
of the old C W A—leaving little of permanent value— 
that this performance since the President asked and 
received the biggest peacetime appropriation nine 
months ago has been a veritable travesty on so-called 
national planning, and that the whole mess threatens 
rapidly to become the biggest New Deal headache. 


~~ 


ITH the whole world 
bidding wildly for 
dollars owing to fear 
engendered by the European crisis, foreign exchange 
rates have broken and what was already a heavy move- 
ment of gold to the United States may become a 
veritable flood. And this, despite the fact that insur- 
ance rates have almost doubled. It now costs $700 

to insure $1,000,000 in gold compared with $450 for- 

merly. Roughly in the two weeks to September 31, 
some $100,000,000 in gold has been engaged for ship- 
ment to this country and since the first of the year our 
stocks have increased by the mighty sum of $900,000,- 
000. Last year we gained $1,000,000,000. This state 
of affairs is regrettable from every standpoint. We 


A BLOW TO 
STABILIZATION 


have more than enough gold now than we know what 
to do with and here we are obtaining more and more 
and apparently there is no way to stop it other than 
by foreign embargo as additional nations go off gold. 
It is most unfortunate too, that our receipts should 
have been accelerated just when the first feelers with 
a view to stabilization were being put out. This 
periodical has long urged the merits of a temporary 
stabilization agreement between the United States and 
Great Britain—the stabilization to be between two rela- 
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tively wide points, which could be revised after a bb! 
period of trial and error and gradually narrowed, even- 
tually obtaining a rate that could be maintained. This : 
same idea is now being advanced in Britain. Then in Brit 
France there was a movement well under way to up for. 
quotas and reduce tariffs to nations which would agree lish 
to keep their currencies more-or-less stable for a stated I astc 
time. If war in Europe actually materializes all hopes 
for stabilization must be postponed indefinitely. Even to « 
if it does not, stabilization has been put back by the i erar 
fears that are causing gold to be shipped to the United fj 
States. How, or when, we do not know, but certain An | 
it is if the world is to enjoy the benefits of currency of a 
stabilization, a way will have to be found to redistribute ! 
some of our gold and keep it distributed. poss 
as tl 
— shov 
' ' to fi 
GOOD-BYE AND fe: resignation of Joseph + peac 
SALUTE P. Kennedy as chairman fier 
of the Securities and es 
Exchange Commission will be deeply regretted not | of N 
alone in Wall Street but by intelligently conservative Tl 
citizens everywhere. Only the “Hot Dog” radicals of | face 
the Brain Trust in Washington will be pleased, since— last 
until the successor is named by the President—they can siblv 
hope he will turn out to be a prosecutor and not an eet 
administrator. The responsibility in the President's ausp 
hands is a grave one. Under Mr. Kennedy’s intelligent bility 
administration of a complicated law, public confidence tion | 
in the S E C has steadily grown, fear of the law's and 
application has waned and a good start has been made or m 
toward the vitally needed revival of the financing ; 
market, upon the recovery of which depends full recov- vote! 
ery in our heavy industries. Mr. Roosevelt can go eral 
far toward confirmation of his recent promise of a expre 
“breathing spell” for business by appointing a chair- cent 
man who will preserve the policies and methods of bersh 
Mr. Kennedy. Fortunately, his resignation reflects no Nati 
disagreement with the Administration or his associates _ 
of the S E C but merely carries out his previously large 
known intention of returning to private life. Good-bye Intert 
and salute! arma: 
Don th 
ture. 
THE MARKET UR most recent investment signif 
PROSPECT advice will be found in the | to th 
discussion of the prospec- consif 
tive trend of the market on page 576. The counsel insist 
embodied in this feature should be considered in con- | that 
nection with all investment suggestions, elsewhere in 
this issue. scomt 
Monday, September 23, 1935. pStop 
vif neq 
omillic 
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Ris ' +“ THE Empire and the League stand or fall 
vi together,’ says a recent edition of the 
in British Economist. In view of the sorry record 
up for ineffectiveness which the League has estab- 
ree lished in the past 15 years, this comes as an 
a | astounding statement. Yet there is no reason 
ie } to doubt its truth. It reflects the prepond- 
he 4 erant view of the British people. 
ed | The Englishman of today is opposed to war. 
iin An attempt to secure his enlistment for a war 
cy of aggression, or even for the defense of remote 
- possessions, would undoubtedly lead to trouble 
as the attitude of the Labor Party has often 
shown. But the average Britain stands ready 
_ to fight to a finish in order to safeguard lasting 
ph | peace. He will go to war to defend the mecha- 
a ' nism of world peace which he sees in the League 
ot _| of Nations. 
ve | There can be no doubt of his attitude in the 
of | face of the Peace Ballot of 


last June, which was osten- 
an | sibly taken under private 
auspices but in all proba- 


bility had official inspira- 
ce tion if not support. Eleven 
v's and a half million people, 
: or more than one half of the 
sd voters in the preceding gen- 
g0 eral election joined in this 
a expression, in which 96 per 
ir- cent favored Britain's mem- 


of bership in the League of 


%, | Nations, while almost as 
iy large majorities voted for 


ye international reduction of 
armaments and restrictions 
on their sale and manufac- 
ture. But—and here is the 
significant thing—in answer 


British Master Strategy 





—~ By Charles Benedict 





Such a mandate from the people has been 
invaluable to government leaders in recent 
weeks when they have seen the necessity of a 
firm stand against the Italian invasion of Ethi- 
opia. Those high in government circles of 
course knew that the League had suffered a 
mortal blow with its failure to halt the Japanese 
aggression in China, but it has proved highly 
desirable to breathe new life into it and cap- 
italize the faith of the rank and file of the peo- 
ple in it, especially when the very existence of 
the far-flung British Empire has been threat- 
ened—when Great Britain has been pushed 
daily nearer to war with Italy. 

There is no questioning the skilfulness of this 
political strategy —this crystallization of public 
sentiment in favor of a necessary action. With 
the British life-line of communication through 
the Mediterranean threatened, with a potential 
uprising of the millions of 
blacks in Africa and 350,- 
000,000 in India who might 
strike for independence, 
menacing the integrity of 
her vast Empire posses- 
sions, the government is 
backed by a comfortable 
majority of the people at 
home. They have been 
brought to see the wisdom 
of a collective system of 
security. 

It is such clever public 
education — propaganda if 
you will — that has, of 
course, enabled Britain to 
build and hold together an 
Empire so extensive that 
the sun never sets on her 
seaace domains. She is both tire- 
shinny ass less and skilful in her efforts 
to gain her objectives. | 





i to the question: “Do you 
c consider that if a nation 
el insist on attacking another, 
ne that other nations should 


‘combine to compel it to 
stop by military measures 
“if necessary ?"’, nearly seven 
million, or 58 per cent of 


ieee ‘ Wide World Phot 
==Jthose voting, answered SEperevie a 
io 
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well remember a story told 
me by an American banker 
who was temporarily repre- 
senting his government 
abroad. He was called 
upon by six different Eng- 


Yes’! No. 10 Downing Street, London (Please turn to page 619) 


le 








q European Situation Adds to Current Uncertainties 


q Domestic Business Prospects Remain Favorable 


The Stock Market for the 


Next 


Fortnight 


By A. T. MILLER 


/ FTER a fortnight of ir- 
A regularity the stock 
market, as this is writ- 
ten, 1s concentrating its atten- 
tion almost exclusively on the 
European war threat. The 
current result is a brisk reac- 
tion, marked by rising volume. 
It need hardly be said that 
the outcome of the dispute be- 
tween Italy and the League of 
Nations—and, more specifical- 
ly, between Italy and Great 
Britain—is utterly beyond 
forecast; and that this adds an 
incalculable element to the 
present speculative picture. If 
there is to be a war of more 
than colonial proportions we 
do not see how it could fail 
to have serious consequences 
upon a stock market rendered 
somewhat vulnerable by six 
months of broad advance. On 
the other hand a peaceful solution—apparently remote at 
this writing—would unquestionably find the market’s im- 
mediate technical position radically improved by the current 
reaction and would be followed by substantial rally. 


/ 


+ 


© N. Y. Stock Exchange 


Trading Post on N. Y. Stock Exchange 





The War Scare 


We are frank to state that these foreign developments 
greatly complicate the task of interpreting a market trend 
which heretofore we have been able to appraise almost 
entirely on normal domestic considerations. Before this 
war scare became the dominant influence the technical indi- 
cations of the fortnight had appeared to be in the market’s 
favor in that the largest activity accompanied periods of 
rally and reactions failed to gather significant momentum. 
It appeared to be probable that at least another attempt to 
extend the long advance would be made, postponing for 
the moment a conclusive answer to the big speculative ques- 
tion of the day; namely, whether the protracted advance in 
progress since last March was in process of “topping out.” 

In allowing for the possibility of further rally, we took 
the position a fortnight ago that a decidedly cautious policy 
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was in order in making new 
commitments either for in- 
vestment or intermediate trad- 
ing purposes. Quite apart 
from the now added war un- 
certainties, we felt then and 
feel now that the prudent 
course is to consider the ad- 
vance of the past six months 
as being in its final stages, leav- 
ing to quick-term speculators 
the risky business of attempt: 
ing to guess the exact top. 

In adhering to this safety 
first attitude we are moved— 
apart from the added obstacle 
of war possibilities—by two 
important domestic considera’ 
tions. 
porting force of low money 
rates remains operative on in 
vestment values, we believe its 
dynamic lifting power has 
been largely spent if not more 
than adequately discounted by the best grade income produc: 
ing securities. We believe money rates are scraping bot 
tom and that the next significant change is likely to be a 
gradual rise. The none too impressive performance of 
gilt-edged bonds in recent weeks lends support to this 
theory. 


Discounting the Future 


Second, regardless of how good this autumn’s general 
business activity is going to be and how splendid next 
year’s business may be, we harbor more than a slight 
suspicion that the majority of stocks, and especially the 
non-dividend-paying speculations, have adequately dis 
counted most of the favorable factors that can be seen in 
the current picture or that can be forecast for some time 
ahead. 

In short, in our opinion, the stock market during the 
past six months has traveled far along that familiar specu’ 
lative road which starts with investment realities, then 
moves on hope and finally coasts along on imagination. For 
months optimism has been widely prevalent and infectious. 
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It is actually difficult in such a setting to view either cur- 
rent business or appraise business prospects except through 
rose-colored spectacles. One gets the general impression, 
without inquiring too closely into the cold facts, that cor- 
porate earning power has been rising very generally and 
widely with the stock market and that it is certain to rise 
further. 


Earnings, Costs and Taxes 
4 


Hence, a dash of cold water in the form of a relatively 
poor earnings statement by a prominent corporation comes 
as something of a shock. For example, there was the recent 
six months’ report of Montgomery Ward, showing a gain 
of 3 cents per share in profits for the period although sales 
volume for the six months ran approximately $22,000,000 
over the comparable 1934 figure. 

In explanation this company’s president remarked that 
taxes paid had more than doubled in two years and, 
including processing and excise taxes added to the cost of 
merchandise, amounted to more than $1 a share on the com- 
mon for the first half of this year or more than was earned 
for the shareholders. Nor could he hold out much hope 
for the future, pointing out that the social security taxes 
after next January 1 would during the next four years 
increase this company’s taxes from $300,000 to $500,000 
cumulatively each year. 

We do not say this is typical. Yet we have before us as 
this is written a compilation of all corporate earnings reports 
available since July 1 and down to date and in this period 
of rising stock market 


to attempt any forecast of the outlook for the next fort- 
night. In our view the situation calls for a flexible attitude 
on the part of the individual watching for possible oppor- 
tune purchases. Even limited purchases of such desirable 
equities as may be carried down to favorable quotations 
should await clarification of the war uncertainties. 


Group Movements at Variance 


Since virtually all stocks are reacting as this is written, 
discussion of groups trends can reveal little of significance. 
Such movements prior to the introduction of the present 
foreign factor, however, may throw some light on the 
attraction or lack of attraction of the different major groups 
in the event that substantial general reaction is followed 
by a favorable termination of the European crisis. 

Thus, liquor stocks were softening in advance of the 
present general reaction because of announced price cuts 
and in spite of the seasonally favorable period ahead. 
Tobaccos were showing independent strength on the pros- 
pect of a reduction in the processing tax which will yield 
a moderately larger margin of profit. Oils were firming 
up slightly on indications of an end to the price unsettle- 
ment in crude oil in California and evidence of strength- 
ening proration in other states. Though the seasonal factor 
is against this group, the strong oils will bear watching in 
reaction by those willing to hold them until next spring. 

Motors and accessories, prior to the current reaction, 
had continued to reflect a relatively good prospect for the 
fourth quarter and favorable earnings for the year. Rails 
had shown seasonal 
strength, coinciding with 





prices and optimistic re- 
ports of business activity 
431 statements show gains 
in profits from the com- 70 
parable year-ago figure, 
while 410 reports show 
decreases. 

That nearly one-half of 
these recent profit reports 
were unfavorable indicates od Dee 
all too plainly that earn- 8 i 
ings under present condi- 
tions are not necessarily 
proportionate to increased 
volume. The factual evi- 
dence further suggests, 
more strongly than any 
opinion of ours can do, 
that the time has come 
for the prudent buyer of 
common stocks to pay less 
attention to “prospects” 
and more heed to the 
dollars and cents per share 
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a new high for the year 
in car loadings, but the 
trend will soon turn down- 
ward and even in the 
event reaction goes to sub- 
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stantial proportions we 
believe more attractive 
opportunities will be 


found in other groups. 
The recent static behavior 
utility equities, at 
prices far above the year’s 
lows, does not commend 
them. Most food stocks 
long have behaved in dis- 
couraging fashion. Cop- 
pers at recent best prices 
substantially discounted 
the improved position of 
the metal, as reflected in 
a recovery of the price 
from 8 to 9 cents, but, 
since the outlook remains 
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being earned. Sooner or 





1935' 


J favorable, may be made 
more attractive in reac- 








later this will always be 
the chief yardstick by 
which the value of any stock is measured. True, like the 
New Deal’s T V A, it is a somewhat elastic yardstick, 
contracting or expanding with sentiment—but our notion 
is that it is now stretched about as far as is feasible and 
that the further it is stretched the sharper will be the 
rebound. 

Of course, sharp reaction can greatly change the price 
ratio of many stocks to the per share earning power behind 
them. Conceivably, extension of the current reaction may 
carry some well situated equities down to attractive buying 
levels. Naturally, in view of the still shifting war clouds 
hanging over Europe, it would be folly for this article 
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tion. 

Motion picture issues for weeks have been reflecting an 
improving trend in this field and we doubt that reaction 
will prove serious in this group. Building stocks, on the 
other hand, have, in our opinion, run considerably ahead 
of any possible earnings for some time to come. Steels 
also have been liberally appraised. Chemicals continue to 
sell on a scarcity basis, offering low yield and relatively 
modest near-term promise to new buyers. Aviation issues 
have made a good showing and appear to be holding well 
on reaction. 

So far as concerns the possibility of any significant 

(Please turn to page 620) 
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Happening in Washington 


By E. K. T. 


Business, according to 
the Government authori- 
ties, is now well started on 
a cyclical recovery which 
may come to a climax in 
1938. They wish they 
could foresee an earlier 
full tide, but hope the 
flush spending of govern- 
ment money will provide 
a good sized tidal wave in 
the meantime. 


It is hoped that the 
rapid spending of $4,000,- 
000,000 will open up the 
clogged capillaries of the 
circulation system of the 
national economy but a 
lucid theory is lacking. 
It’s big gamble, but while 
the spending is on idle men will be at work. That will 
create an air of activity and well being, which is deemed 
politically necessary. 

Ickes never had a chance against rapid-fire Hopkins 
with his big projects, consuming time but reaching back 
to the fountain heads of production and affecting un- 
employment in a fundamental way. Note that all 
projects must promise completion by December, 1936. 
Election will be over and by then the old age pensions 
will begin to put a considerable number of the people 
nou' classed as unemployed into another category. 


Rural electrification and grade crossing elimination 
are not affected by the President’s decision that the emphasis 
in selecting work-relief projects must be placed on the wage 
ratio. The allocation of $100,000,000 in loans to rural 
electrification is fixed, although the source of the loans may 
be shifted from work-relief funds to the RFC. The 
trouble may be to find borrowers—who must be for the most 
part the socially bad electric light and power companies. 


New yardstick for the utilities is the extent and en- 
thusiasm of their participation in rural electrification. As 
yet there has not been a single loan contract closed with an 
electric light and power company for extension of farmer 
lines. An officer of the Administration is quoted as saying 
that if the electrical companies know what is good for them 
they will soon have the dirt flying all over the pastures 
and fields, and postholes pockmarking the landscape like 
perforations in a colander. Rural electrification, it seems, 
is to be a sort of measure of the sociality of the power com- 
panies. Meaning by that a disposition to render service 
even at a loss in spots. It may also be a sort of immunity 
bath, this rural electrification, and an X-ray method of de- 
terming the true moral character of the companies. En- 
thusiasts say that general electrification of the rural regions 
spells their economic regeneration and that the utilities now 
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Big Project Ickes and Boondoggling Hopkins 


have a chance to unite 
social and economic gains 
in their activities — mak- 
ing the countryside pros- 
perous by mechanizing it 
(“mere light is nothing’’) 
and getting great social as 
well as money rewards. 
Waxing eloquent, 
the rural electrifiers 
say that the utilities 
may accomplish more 
for the social uplift of 
backward communities 
than Rex Tugwell 
with all his assistants 
and all his millions—if 
he can get them from 
the President and keep 
them away from the 
spendthrift | Hopkins. 
Hopkins and Tugwell, reformers both! 


Utilities companies, delighted to be for once recog: 
nized as almost human by the Government, are displaying 
far more interest in the rural job than was expected in view 
of their traditional disrespect for the commercial possibili- 
ties of superseding the “hired man” with electrical energy. 
Some enthusiasts predict that the companies will do their 
financing privately to a large extent, so that the application 
of $100,000,000 may be no measure of their co-operation. 
The Central Hudson Gas & Electric Corp. of Poughkeepsie, 
N. Y., for example, had arranged for a slice of the $100,- 
000,000 at 3 per cent, but upon further consideration de- 
cided to finance privately at 3!/2 per cent, leaving the Gov- 
ernment to co-operate through the financing of wiring and 
electrical appliances. 

Delay in effecting loans is attributed to the time re- 
quired to work out cheaper construction methods for 
rural lines and secure the approval of plans by local 
and state authorities and to sign up prospective custom- 
ers. 


“Socialization” makes strange bedfellows, along 
with politics. In their partnership with the Government for 
rural electrification, the utilities are now completely 
scrambled up with the outcast Tennessee Valley Authority. 
It is the T V A’s Electric Home and Farm Authority which 
is to finance the cost of wiring installation and of electrical 
appliances as the hired man departs and electrons take his 
place. EHFA undertakes to put the farmers on the un- 
easy payment plan for years to come through becoming the 
finance corporation for the utilities. And the ambitious 
farmer can now buy the high-priced gadgets if he prefers 
them to the rude simplicities of the approved E H F A ugly 
but dependable equipment. The utilities hope to add 
351,000 farm and hamlet patrons at a capital cost to them 
of $114,000,000 and of $125,000,000 to their new custom- 
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ers. Forty thousand projects are under study. “Rural 
Electrification Administration may be the catalyst that will 
bring about a union of the utility busters and brain trusters 
with the sordid practicians of profit taking economy.” 


Grade crossing elimination which was once talked of 
as a relief measure of mastodonic billion-dollar size and 
25,000 units has now dwindled down to two hundred mil- 
lions, with only three or four viaducts or subways actually 
building. The railways do not seem to be so hot about the 
crossing program although it costs them not a cent—and it 
is equally costless to local communities. But the $600,000,- 
000 highway program is in full crescendo blast with the 
dirt flying and jolted motorists detouring on over 12,000 
projects. 


Coal and potato control acts are viewed with increas- 
ing apprehension in Administration circles. Considered 
full of political dynamite. It is figured that potato control 
may benefit 30,000 of the big producers but will make 
3,000,000 side-line producers madder than hornets and 
30,000,000 housewives madder still... .. AAA prays that 
Comptroller McCarl will save it from its own policy by 
withholding funds. 

Coal control, it is calculated, will tax consumers from 
$1 to $5 a ton. Politically minded New Dealers look 
wistfully to the courts they once derided, but there is 
no possibility of final interpretation by the Supreme 
Court before the political damage will be done. 


bers of the unemployed. That is some time ahead. 

“Roosevelt luck again!” is the comment of practical 
politicians on the tragic death of Senator Huey Long. 
Seems to eliminate possibility of any third party movement 
appealing to the left. At the same time it removes political 
temptation for the President to start something more of a 
radical nature. Makes for more of a “breathing spell” for 
business. 

President can “‘point with pride” for the edification 
of the leftists, and keep silent for the pacification of past 
supporters who were getting scared by the momentum 
toward a ‘‘new order.” President's chances of re-election 
are rated as considerably improved. 


Improved also are chances that the Republican nomi- 
nation will go to an out-and-out opponent of all Roosevelt- 
ianism that it would not be suicidal to condemn. Mr. 
Hoover is figured to be a beneficiary. Close friends say that 
he is not seeking, or even hoping for, the nomination, but 
hold that the drift of events and circumstances may in the 
end make him the logical candidate, unpopular as he is at 
this stage. 


Democrats no longer insist that the President has fully 
retained his popularity. Instead, among themselves the 
leaders are realistically recognizing and analyzing the de- 
cline of the President, with a view to stopping the slipping. 
A man of great weight in party councils (marked for 
“standard bearing” next 
year) who has been making 





Republicans aver that 
these two measures will 
make the constitutional is- 
sue a big one, perhaps the 
one in 1936. They give a 
practical aspect to what 
might otherwise be too ab- 


. tical brakes. 
stract a topic to engage the 


Washington Sees— 


Cyclical recovery fully launched. 
Artificial curtain raiser next year—offsetting poli- 


his own survey in an infor- 
mal way has come to the 
conclusion that the colossal 
expenditures of the Govern- 
ment are the principal con- 
cern of the people with 
whom the President is com- 


enthusiasm of the masses. 
Both bring out the dangers 
of centralization to the eco- 
nomic freedom and rights 
of the people. When eco- 
nomic planning is seen 
working the wrong way in 
the kitchen and in heating 
it becomes a vital topic. 


Inflationists are harp- 
ing on the economic dispar- 
ity such measures threaten 
as an argument for their 
solution of all economic ills. 
“Give the people plenty of 
money, and prices will take 
care of themselves.” 


Unemployment’s per- 
sistence, virtually —un- 
changed despite the gain in 
business volume and activ- 
ity, is an unceasing head- 
ache to the Administration. 
Disposition, shared in by 


Plateau of new prosperity in 1938. 


Rural electrification and railway grade elimination 
unaffected by Hopkins’ victory over Ickes. 


Strange partnership of Utilities and New Deal. 
Roosevelt luck in passing of Huey Long. 


Increased probability of clear-cut battle against 
Newdealism. 


Potato and coal controls an Administration head- 
ache. 


“Common people” becoming tax conscious— 


Realize that having the lion’s share of wealth they 
must pay a like share of future taxes. 


Roosevelt blamed even for local sales taxes. 
Real effort toward economy in next budget. 
“Breathing spell” a reality—for a while. 


Stabilization yearned for—but how to get it with all 
gold flowing to the U.S. 


War threat moderating recovery push. 








ing into disfavor. 

Debates in the closing 
hours of Congress and 
the great amount of 
space given by the press 
to taxation and balanc- 
ing the budget have, in 
his opinion, resulted in 
a widespread conviction 
that the masses of the 
people must pay the bill 
and that no amount of 
soaking the rich can save 
them from heavy bur- 
dens, because they have 
found out that small as 
may be their individual 
shares the major part of 
the wealth and income 
of this country are held 
by them. 


This volunteer scout 
in a leisurely trip across the 
country found that taxes, 
present and _ prospective, 





the President, is to explain that a large percentage of chronic 
unemployment is to be permanent. 

Further, it is maintained that it takes time for business 
recovery to re-invigorate the whole business fabric, but 
that the last 25 per cent of the climb to completely re- 
stored vigor and activity will eat rapidly into the num- 
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local and Federal, were the public talk which engrossed 

the attention of the average man. The constitutional issue 

is belittled by the a.m. as poppycock. He tends to lay the 

blame for increase of taxes to the Administration in Wash- 

ington, and particularly to the President whose name has 
(Please turn to page 618) 
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What the Fourth Quarter 
Holds for Business 


Present Position and Near Term Pros- 


pect for Leading Industries Discussed 


By Jonn D. C. WELpon 


USINESS nears the last quarter of the third year of 
recovery. It is an appropriate time to foot up our 
gains and chart the course ahead. 

The first two years of recovery were painfully erratic. 
The fast advance that started after the banking holiday in 
March, 1933, lasted less than four months, was heavily 
loaded with artificial 


struggling to adjust itself to price and cost changes arti- 
ficially induced. Up to that point business confidence was 
shaky and fear of the New Deal’s shifting and vaguely 
defined policies was ascendant. 

And then the third rise started, slowly in November, 
faster in December and on through the first quarter of this 
year to a new recovery 





or speculative elements 
and, in consequence, 
was followed by six 


HIGHS & Lows OF 


BUSINESS RECOVERY 


high. For the first 
time, artificial elements 
were largely lacking. 





months of decline and 
loss of half of the pre- 
ceding gain. The year 
ended with business 
about 24 per cent above 
the extreme stagnation 
of the preceding March 
but only a trifle better 
than the average level 
of 1932, a year of acute 
depression. ’ 

The second advance, . 
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Prices were stable and 
price relationships in 
greatly improved bal- 
ance. With activity in 
automobiles and _ steel 
contributing most to 
the movement, cumula- 
tive recuperation in 
capital goods assumed 
its first impressive 
momentum. Private 
residential construction 
began to pick up. 
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starting in January, 45 
1934, also lasted four 
months, carried aggre- 
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1935 A “natural” recov- 
ery, in fact, was under- 








gate business activity 

moderately higher than any point reached in 1933 and 
then likewise was followed by six months of decline. In 
this reaction all of the preceding gain was lost, November, 
1934, finding our index virtually where it had been in 
January. 

The first advance was motivated in large measure by 
the then uncertain status of the dollar—an uncertainty em- 
phasized by abandonment of the gold standard, deliberate 
depreciation, hints of “commodity” dollars, etc.—together 
with a superimposed rush of buying in advance of NR A 
code prices. The four months’ upturn of 1934 was stimu- 
lated in important degree by the formality of dollar re- 
valuation, together with large scale Federal emergency 
spending. 

Up to the autumn of last year, therefore, the record 
stamped the first and second advances as “boomlets” and 
left considerable doubt in the public mind whether the next 
upturn would be much better. Up to that point consump- 
tion goods, earliest and quickest beneficiaries of Federal 
stimulants, had held the spotlight. Up to that point there 
had been but a feeble start of revival in capital goods and 
the heavy industries. Up to that point business had been 
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way. Business became 
increasingly confident. It began to feel that political re- 
straints had passed their peak. It was sure of this when, in 
May, the Supreme Court declared the NRA void; and 
when the seasonal summer recession proved both brief and 
moderate confidence was redoubled. It had not been 
just another disappointing New Deal “boomlet.” It had 
differed in many respects from the temporary upturns of 
1933 and 1934, notably in the comparative absence of 
speculative factors, the absence of spectacular commodity 
price advances and the lesser influence of Federal spending. 
On the positive side, it tended to spread into previously 
stagnant economic areas and was accompanied by recuper- 
ation in the capital financing market. Here, by all the 
signs and despite continuing large unemployment, appeared 
to be at least the start of real recovery. 

As this is written, activity has been in a generally rising 
trend since the middle of July. We believe we are justified 
in calling this movement not the start of a fourth advance, 
but an extension of the strongly founded recovery which, 
aside from the summer recession, has been in progress for 
nearly eleven months. 

Such have been our gains. What of the road ahead? 
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The effect of the earlier intro- 





Specifically, what may we expect 
of the fourth quarter? For con- 


AUTOMOBILE PRODUCTION 
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and also by a rise in public buy- 
ing power exceeding the national 
average, retail sales probably will 
be sharply stimulated. Some of 
this will be at the expense of the 
first and second quarters of next 
year, but that is another story. 











the year the automobile industry 1934 





1935 








has behind it a nine months’ rec- 
ord in excess of 3,000,000 passen- 
ger cars and trucks, the most favorable business since 1929. 
Estimating September output at a minimum of 200,000 units, 
the total production for the first three quarters will approx- 
imate 3,035,000 units. This represents a gain of 27 per cent 
over the first nine months of 1934 and an advance of 85 per 
cent over the similar period of 1933. 

In the fourth quarter of last year the industry's output of 
cars and trucks amounted to 369,097 units, with November 
the low month at 83,482 units and December the high 
month of the quarter with 153,624 units. This year the 
former seasonal trend goes by the board for the national 
motor show has been moved up from January to the first 
week of November, which, of course, means an equal ad- 
vance in production of 1936 models. It need hardly be said 
that the significance of this innovation extends far beyond 
the motor industry. Necessarily the effect will be a pro- 
nounced stimulation of aggregate industrial activity for the 
quarter over what it would have been without this special lift. 

There is no question this year of “waiting to see what 
Ford will do.” There is no probability of serious produc- 
tion delays. On the unanimous belief that next spring will 
see excellent motor sales, the volume makers will busy them- 
selves during the last three months of the year in putting 
adequate stocks in the hands of dealers. We estimate 
therefore, that production during this quarter will exceed 
that of last year by at least 60 per cent and probably by 75 
per cent. This would mean a total somewhere between 
550,000 and 650,000 units. 

The Chevrolet output, as this is written, is reported to 
be around 3,500 units a day. Its projected schedule is re- 
ported to call for 90,000 units in November and the same 
number in December. Ford production is reported cur- 
rently at 3,500 to 4,000 weekly, five days a week, with a 
schedule calling for an early rise to 6,000 daily and the 
probability of pegging it there through the winter. Ply- 
mouth schedules are not yet reported. Fourth-quarter per- 
centage gains in some of the medium price cars may exceed 
those in the lowest price field, since rising public purchasing 
power is in their favor and be- 
cause comparison would be with 


Moreover, it is production and 
not sales that will figure heaviest 
in the fourth-quarter industrial picture. It can hardly fail 
to be a bright one. 


Steel 


The steel industry, as this is written, is operating at 
approximately 521 per cent of capacity, the highest rate 
since last February. On a monthly basis, August set a new 
production high for the year with 2,919,326 gross tons of 
ingots. Final figures for September are likely to show pro- 
duction in excess of 3,000,000 tons and possibly 3,100,000 
tons. This would bring the nine-month total to the vicinity 
of 24,300,000 tons, in comparison with 20,540,000 tons 
for the similar period of 1934, a gain of about 18 per cent. 

Production for the fourth quarter of last year totalled 
only 5,057,000 tons. On the general business prospect, plus 
unusually heavy fourth-quarter orders from the motor in- 
dustry, it can be estimated that the year-to-year gain of 18 
per cent shown for the first nine months will be matched or 
moderately bettered, bringing output for the period to a 
minimum of 6,000,000 tons of ingots and output for the 
year to about 30,300,000 tons, in comparison with 25,599,- 
118 tons in 1934. 

In any advance of steel making activity during the quar- 
ter above the current rate of 52% per cent of capacity the 
main support will come from the motor industry. Miscel- 
laneous demand remains thus far at a favorable level but 
shows some signs of flattening out. It is to be doubted there 
will be any major change for the better in this field during 
the next three months. Tin plate activity can be expected 
to show seasonal decline. Railroad and construction or- 
ders for steel are still acutely depressed, though above bot- 
tom, and the seasonal factor will be against the latter. 

On the whole, we estimate that the peak of the operating 
rate for the quarter will do well to reach or moderately ex- 
ceed 60 per cent of capacity. Scrap prices, however, are 
currently at a new high for the year and, in fact, a new 
high since early 1934; and in these codeless days this index 
once more undoubtedly possesses 
barometric significance. It is tell- 





a relatively depressed 1934 level. 


STEEL PRODUCTION 


ing us steel will do better, but 
not how much better. In com- 
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= try’s gain, whatever its percent- 
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fourth-quarter industrial activity 
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an important factor. The larg. 





eight months figures on contract 
awards in thirty-seven states east 
of the Rockies, construction for 
the first nine months of this year 
totals around $1,200,000,000, in 
comparison with $1,203,500,000 
for the similar period of 1934. 
This comparison obscures the fact 
that public works thus far in 1935 
have declined more from 1934 
levels than privately financed 
residential and non-residential 
construction have_ increased. 


MILLIONS OF DOLLARS 


BUILDING CONTRACTS 
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est possibility of gain lies in in- 
dustrial and utility equipment, 
In these there is a reasonable 
chance that the percentage gains 
of the first nine months will be 
somewhat bettered in the fourth 
quarter. The same factors sup 
porting revival in machine tools 
are working to lift orders from 
industry for electrical equipment. 
The persistent rise in power out- 
put points to a substantial fourth- 





Gains in residential construction 1934 





quarter increase in orders from 
the utilities, despite continuing 


1935 - 








have been particularly encourag- - 

ing, although this activity is still 

seriously depressed and percentage advances are magnified 
by the low base upon which they are computed. The total 
residential volume for nine months is estimated at about 
$340,000,000 or about 28 per cent of total construction. 
For the first nine months of last year it constituted only 
slightly more than 15 per cent of the total. 

For the year to date, residential construction has been 
around 80 per cent above the corresponding 1934 figure 
While the seasonal factor calls for progressive recession 
during the next quarter, the year-to-year advantage should 
at least be retained. This would call for a residential total 
of approximately $108,000,000 for the period and bring this 
classification for the year to around $450,000,000. 

The prospect for further moderate gains in industrial 
construction is favorable. Finally, the volume of public 
construction financed by the Federal relief program—now 
far under the peak of 1933 and early 1934—is certain to 
show a rising trend for the rest of this year. While there 
is no basis for estimating what this will actually contribute, 
we believe it will be sufficient to carry the year’s total con- 
tract awards moderately above the $1,543,101,200 figure of 
1934. This, of course, still leaves construction in the de- 
pressed zone, but a volume above $1,500,000,000 in any in- 
dustry is nevertheless Big Business. It is, for example, 
about 60 per cent of the retail value of all automobiles that 
will be produced this year. 


Machinery and Equipment 


Machine tool orders thus far this year have been running 
approximately 50 per cent above the 1934 level. This rate 
of gain on a yearly comparison should continue in the 
fourth quarter and bring the industry's total business vol- 
ume for the year to between $125,000,000 and $150,000,- 
000. This would approximate results of the banner year, 
1929, and would exceed the 1926 average. The factors 
making this showing possible are six years of deferred buy- 
ing of capital equipment, a huge total of cumulative obso- 
lescence and marked improve 


political uncertainties. The bulk 
of this will come from the stronger utilities, least subject to 
difficulties under the stringent new Federal regulation. 
Farm implement sales to date have run about 50 per 
cent above the comparable 1934 period. The seasonal trend 
from October to the end of the year will be downward, 
but in comparison with a year ago we estimate the nine- 
month percentage gain will be maintained. This will 
bring the year’s business close to $300,000,000, against 
$200,000,000 in 1934 and an average of about $120,000, 
000 in the two years 1932-1933. It would be about 20 to 
25 per cent under the average of the five years 1926-1930. 
The bulk of the year’s equipment, however, already has 
been turned out and the fourth quarter will bring seasonal 
decline in manufacturing activity, the sales peaks being 
autumn and spring. 











It is open to question whether sales of office equipment | 


in the final quarter, in comparison with 1934, will equal 
gains of 15 to 20 per cent experienced during the first nine 
months. The wage and hour adjustments that business is 
now free to make, following the voiding of N R A, tend to 
curtail one former special stimulus to this field. Railroad 
equipment makers continue to wonder how long the car: 
riers can postpone equipment purchases and the railroads 
continue to wonder where the money is coming from. This 
important line remains seriously depressed. It is believed 
that if the October peak in car loadings exceeds a 700,000 
weekly total some equipment orders may be forthcoming. 
We doubt, however, that aggregate business activity will 
receive any important lift from this source during the 
fourth quarter. 


Copper, Lead and Zinc 





Unlike automobiles or construction, for example, the | 


non-ferrous metals reflect general industrial activity rather 
more than they make it. The current trend of copper, lead 
and zinc is one of moderate, cumulative recovery, but from 
a very depressed base. For reasons not known to us, no 
official figures on American con 
sumption are issued. While there 
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is known to be an upward trend 
in our consumption of copper, it 
remains far below normal and 
lags far behind the year’s gains 
in foreign consumption. 
latter has been boosted unques’ 
tionably by military preparations 
and percentage gains also re: 
flect the fact that foreign nations 
have only tardily approached us 
in uses of copper. This business, 
of course, plays no part in our 
domestic production, although 
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ments in machine tool design. 
We estimate that orders for 
electrical equipment of all kinds 700 
during the first nine months ex- 
ceeded the comparable period of amt riirill 
1934 by about 15 per cent. Much S soo iia aee 
larger gains were shown in house- © ot MOLE 
hold electric equipment such as g 
refrigerators, washing machines, S$ 300 
etc. Relatively modest gains in S ace 
heavy equipment for industrial a 
and public utility uses pull down les 
the aggregate gain. Aside from 
refrigerators, the seasonal factor 
in the fourth quarter will not be 
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Lending Wings 
tO 
Trade Recovery 


Annihilation of Time and Space by Devel- 
oping Airways Opens New Possibilities in 
Competitive Trade Areas Which, Once as 
Distant as India Are Now “Next Door” 


UT of every cycle of business depression in our 

economic history have come radically altered con- 

cepts of business administration and industrial de- 
velopment. This concept has been the result of enforced 
realization, on the part of all business executives, of the 
existence of revolutionary changes, which, often undetected, 
have been altering the basic foundations of the business 
field. 

Our most recent period of depression has produced prob- 
ably the most revolutionary factor of change—high speed, 
highly dependable transportation of men, and mail, and 
merchandise, over barriers of time and distance which had 
for generations before retarded economic expansion of 
modern commerce. 

Within the short period of six years the commercial map 
of the Western Hemisphere has been radically altered. 
Once weeks distant, today, foreign markets are on the same 
“time-footing” as are our own domestic markets reached 
by rail. Cuba, Mexico, the Bahamas, the West Indies, 
are within the New York-Chicago time zone. All of 
Central America and Colombia and Venezuela are no 
more remote in point of time than our Middle Western 
states are from the Atlantic Seaboard; the great market 
areas of Brazil, Uruguay, Argentina, Chile and Peru are as 
close as the states of our Pacific Northwest. 

The speed of aerial transportation, and the tremendous 
improvement effected in international shipping regulations 
and procedure have made possible the administration of 
foreign markets on a domestic market basis. Every United 
States Post Office is an originating point for direct lines 
of communication to 147 markets in 33 countries. 

American trunk line railroads have co-ordinated their 
express shipping facilities with the international air trans- 
port system to provide a national unified shipping service 
from 20,000 offices on the North American continent 
direct to any center of trade in the Western Hemisphere. 
An equal number of railway ticket offices, travel agents 
and stations of domestic airlines perform the same routing 
function for international passengers. 

Within a week’s time are now accomplished itineraries 
and shipments which under the old order required months. 
A business letter posted air mail in New York is delivered 








J. T. TrippPe 


President, Pan American Airways System 


in Buenos Aires and a reply is received by air mail back 
at the originating office before ordinary mail can accom- 
plish the journey in one direction only. Express shipments 
of perishable articles, style goods and seasonal specialties— 
have made possible entirely new categories for profitable 
foreign trade for American manufacturers. 

Over age-old trade routes, dating from the time Amer- 
ica’s historical clipper ships secured for our commerce its 
first dominant position in world markets, flying clipper 
ships are today speeding at three miles a minute in this 
new day of world commerce. A million letters a month, 
2,000 passengers a week, 3,000 pounds of merchandise a 
day, are crossing over America’s aerial trade routes, each 
letter, each passenger, each shipment on a separate com- 
mercial mission destined to speed recovery of vital foreign 
trade volume. 

American business, with American aviation in the van- 
guard of its rehabilitation program in Latin-American mar- 
kets, is relying more and more on its particular benefits 
to effect a rightfully dominant representation in markets 
of the world. 

Today are being assembled the basic elements for the 
extension of America’s air transportation across the oceans 
to end forever those same “time” and “distance” barriers 
between the new world and the old. 
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The Crusade Against Bigness 


New Deal Gives Great Impetus to 


Persecution of Business Size as Such 


By JoHN C. 


OTE that it is the big wolf that is bad. “Little bad 

wolf” would arouse sympathy. The little fellow, 

we feel, may be bad but there is an inherent justi- 
fication of his badness. Circumstances made him that way, 
probably. More than likely he is bad only because he is 
forced to be bad by the unfair competition of the big 
bad fellow who, like as not, is bad because he delights 
in evil ways. We feel that the badness of the little fellow 
is his reluctantly chosen way of opposing the badness of 
the big fellow. If the little fellow sells the Italian colony 
some peanut oil with labels that convey the idea that 
olives on trees and peanuts on the roots of plants are all 
the same we are apt to consider it a smart trade story. 
But if the automobile manufacturer pictures a car so that 
a Ford looks as big as a Packard that is inherent crooked- 
ness and inborn depravity. 

Popular reformers just naturally attack bigness. It would 
be foolish to attack littleness. Bigness is rare and littleness 
is all over the place. The poor are many and the rich 
are few—votes in the same ratio. The rich man has never 
been remarkably popular. There is a biological factor here. 
Nature has always provided opposition to bigness. Small 
animals gang up on large ones and the minute organisms 
are the worst enemies of the colossal ones. The 20-ton 
brontosaurus of the Cretaceous period devoured the forage 
of the small herbivores and finally ate himself into such 
devouring capacity that he starved to death. 


The “Poor” Rich and Great 


History is bloody with the exploits of great conquerors 
who always fell before little fellows in packs or individuals 
who themselves waxed great. The history of the Roman 
Empire from start to finish is an extension of the primi- 
tive conflict on the banks of the Tiber between the poor 
Plebians and the wealthy Patricians. 

Capitalism was born of the democratic overthrow of 
feudalism wherein the wealth of Europe had been for a 
thousand years or more in the possession of the few. And 
now capitalism is itself assailed by the “have-nots,” although 
it boasts more “haves” than any extensive previous system 
of economic division. People and kings united to destroy 
the nobles, and then the people destroyed the kings. In 
our time the tendency is to restore the kings—dictators— 
and give all power to them to exercise in the name of the 
people. 

Opposition to industrial and financial greatness has been 
marked in the United States since 1932, but it has been 
on its way since the beginning. “All men are born free 
and equal.” In Andrew Jackson’s time the Bank of the 
United States was hated not so much because it was 
reputed to be an evil institution as because it was big. So 
we threw out the central banking system, discouraged 
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concentration of banking power and went in for a hundred 
years of bank insolvency which culminated in the last 
fifteen years with fifteen thousand insolvencies and incal- 
culable misery to the very people who feared bigness in 
banks. Even the Roosevelt Administration in its march 
to the realization of the State as the climax of economic 
bigness has not dared to destroy the venerable system of 
bank insolvency. It has, however, sought to render it 
harmless by insuring deposits and acquiring public owner- 
ship in banks. 

Forty years after the annihilation of the Bank of the 
United States the railroads were nominated Public Enemy 
No. 1. So in 1887 came the Interstate Commerce Act. 
Then came in 1890 the Sherman Anti-Trust Act, with its 
eventual dissolution of the Standard Oil Co. and its futile 
assault on the U. S. Steel Corp. Next came the Federal 
Trade Commission Act and the Clayton Anti-Trust Act 
of 1914. With the inauguration of the Federal Income 
Tax system in 1913 and its expansion by the require- 
ments of the World War, the door was open for the 
indirect Federal attack upon great wealth by means of 
income, excess profits, estate and inheritance taxes; by 
which, if men or corporations are able to evade legal 
repression in life, they are inevitably caught in death. 


Democracies Level Wealth 


In a Democracy, where all power ultimately rests with 
the people and they are provided with the machinery for 
using it, it is inevitable that bigness shall always be the 
shining target of repressive legislation. It is hardly con 
ceivable that in a state where the poor have most of the 
votes powerful wealth should not be incessantly assailed. 
Naturally, of course, a political democracy is bound to 
work toward industrial democracy. Theoretically, also, it 
is right that bigness should be watched. Nobody would 
support an argument that nothing should be done to pre’ 
vent a single corporation from ultimately controlling if not 
owning all the wealth of the nation. 

But we have come to a time when virtually all bigness 
is held guilty and millions of people are ready to replace 
the competitive economic reign of corporations with the 
universal tyranny of the State. Short of realization of that 
objective they favor breaking up all the great masses of 
wealth and all the great instrumentalities of wealth pro 
duction. To that end we have an ever-increasing output 
of state and national laws designed to curb the aggregation 
of wealth and work its “redistribution.” 

President Roosevelt believes that there is an inherent 
evil in business bigness. His advocacy of the death sentence 
for utility holding companies was only a partial application 
of his belief in the evil of bigness. He would dissolve 
all holding companies if he had his way. The present 
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Congress is shot through with the enemies of large wealth. 
Opposition to wealth has fathered hundreds of bills and 
resolutions and many of them have been enacted. The 


| assumption behind this legislation is that the wealthy have 


as a rule grabbed or chanced upon wealth instead of 
producing it, and that, therefore they should be compelled 
to “shell out” and be prevented from fathering new piles 


of dollars. 


That some have vast wealth is held to be proof that all 


| could be well off. We are told to death that at the birth 


of the Republic 98 per cent of the people had 95 per 
cent of the wealth and that now 2 per cent of the people 
have 60 per cent of the wealth, but not a word about the 


| insignificance of the “wealth” of a hundred years ago. 


The anti-wealth program, far advanced toward realiza- 


tion in the past three years is: 


1. Break up great fortunes and great controls of 
wealth. 

2. Make it difficult if not impossible to accumulate 
large fortunes and wide controls hereafter. 

3. Gradual extension of Government as owner and 
controller of all basic wealth and distributing processes. 


State Control of Everything 


The present Administration started out in 1933 with two 
emergency measures which looked to the temporary con- 
trol of virtually all industry, the National Recovery Admin- 
istration and the Agricultural Adjustment Administration. 
The former went so far that it was establishing prices for 
pressing pants, and sending people to jail if they charged 
less for that important national economic service, which 
was held to affect interstate commerce. 

The latter has gone so far that it has become the virtual 
managing agency of all American agriculture and that 
millions of the first freemen of America, the farmers, now 
plant their farms and administer their affairs according 
to order from Washington. Six millions of pigs were 
destroyed, wasted, at the behest of a ukase from Wash- 
ington, millions of acres of cotton were plowed under by 































decrees from the same source and all consumers of agricul- 
tural products are being taxed in order to transfer some 
of their wealth to the farmers to make up for the wealth 
which the latter have destroyed or prevented by order. 

By recent act of Congress potato raising is raised to 
the rank of a sort of national utility, and the Federal 
Government will now set out to manage the potato busi- 
ness in such manner that it shall prosper by getting a 
law-made cinch on the pocketbooks of the consumers. 
Three million potato growers are in real danger of being 
herded into jail or fined into conviction that if potato control 
is Constitutional there is no longer a Constitution worth 
amending. 

In the industrial field N R A was blown out of the 
water as a functioning body by virtue of a Supreme Court 
decision but at the request of the President the Ways and 
Means Committee of the House and the Finance Committee 
of the Senate is studying how to restore it, and the rem- 
nants of the N R A organization is working over time to 
the same end. Before it died the death that was coming 
to it N R A successfully checked accumulation of wealth 
throughout the nation, and kept the rich from getting 
richer, even if it made the poor poorer and poorer and 
kept 10,000,000 people from going back to work in the 
normal ways of business recovery. 


Regimenting Bituminous Coal 


In the industrial field also came the particular Guffey- 
Snyder Law which virtually compels all bituminous coal 
mine operators to produce and sell according to schedules 
dictated by a commission at Washington and regional 
boards. It is a straight Governmental price-fixing body 
and virtually puts the lives and works of 500,000 opera- 
tors and operatives under Governmental regulation. Non- 
conformists are taxed into surrender or dissolution. Sub- 
missive “subjects” are made the beneficiaries of social con- 


tributions from the consumers of coal. The scheme may 
be applied to oil and other industries: Thus N R A, 
(Please turn to page 617) 
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HE outlook for oil simmers down to the problem of 
our crude oil supply and its rate of production. 
From this standpoint the industry continues to hold 

the same fundamental improvement that was apparent 
earlier in the year when oil securities had their expected 
rise. Since then they have built a plateau or, in some 
cases receded from that level, although consumption has 
been large and the price of gasoline at retail has averaged 
a little better than in the corresponding months of last 
year, despite occasional price wars. 

Now the seasonal peak of gasoline has passed and some 
apprehension over oil securities is here and there apparent. 
But when one examines those factors which influence the 
more distant future the prospect is hardly one to warrant 
discouragement. On the contrary, given fair business con- 
ditions and less government interference indications point 
to material betterment in the earnings outlook for most 
well rounded companies. 

Admittedly the problem of control is not fully solved. 
The oil code came and went, while the sincere efforts of 
the industry to bring about orderly production made their 
slow advance in one direction or another. Problems were 
put up to the courts, others to Congress, and still more to 
the state conservation commissions, but all the while the 
industry itself has been getting a fuller understanding of 
the technique of accomplishing what 95 per cent 
want—intelligent control by the industry itself. In the 
light of this broader view, the present breakdown in Cali- 
fornia is just another one of those little steps required to 
bring us nearer that ultimate goal. 

The Known Reserves 

The known oil reserve is as large today as a year ago, 
that is, we have discovered as much new oil as we have 
produced. And yet that is a superficial statement, in that 
the potential production of several fields has been reduced 
by the experience of the year. Revisions are downward as 
to the ultimate production of Kettleman Hills, some other 
California fields and East Texas. Estimates of proven 
reserves are speculative and vary according to the personal 
interests of men, the degree of knowledge available and 
a sort of business cycle of optimism and pessimism in 
estimating. Exchange the technical men in two oil com- 
panies and their respective estimates of company reserves 
will be entirely different. 

The really important event of recent months has passed 
with but little notice. After the lapse of the code, East 


Texas production did not run away as it would have done 
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Can Oil Industry Control Itself? What Is the New Polymerization Process? 
Will the Diesel Engine Affect Company Earnings? What About Solid Fuel? 


Why Oil Securities Should 
Be Held 


By BarnaBas Bryan, JR. 


last year. East of California there has been no breakdown 
of control. That may be due to natural causes in tha 
East Texas now suffers a rapid drop in pressure if produc 
tion is raised. In other words it is passing out of the 
picture. It will produce a very great amount of oil as yet, 
but with the difference that from now on, the rate of pro 
duction cannot be increased without violent loss and within 
a year the rate of production must be reduced. Natur 
law is still at work. 

The new production discovered this year does not con 
tain the threat of an East Texas. Either the new field 
are in controlled structures with but few owners involved} 
or they are deep. There are scattered successes all over the} 
Mid-Continent, but the most uncertain of the group s§ 
that at Rodessa in Northwest Louisiana. This territory hail 


ey 
4 


been developed for gas since 1930 and eleven large ga}y 


wells have been completed. This summer two oil welk 
were brought in at 6,000 feet. The immediate locality i 
controlled by the United Gas Public Service Corp. with} 
a 25,000-acre block of leases. This discovery renews inter 
est in a country about 200 by 150 miles in area and wil 
cause the drilling of many wells. This section has been con} 
sidered as natural gas reserves and there is good opinion to 
the effect that while it will produce considerable oil, th 
fields will be spotty. One will always be uncertain whether 
he is to get gas or oil. It is yet to be proved that thi 
discovery will be a major obstacle to proration. 

It would thus appear that while the crude oil industry 
has not advanced much in control and profit, the background 
is definitely more hopeful and assured. We are growin 
more reasonable as we give up the black magic of code 
We have seen the manifest need for and advantages of ai 
production control. We have no qualms about the need 
conservation and orderly production of irreplacable natura 
products, however much we may disagree as to other bus 
ness problems. It is a reasonable hope that before spring| 
the final difficulties of the oil proration problem will ly 
removed. : 








Marketing Difficulties To Be Overcome 


Marketing difficulties have not been cured, as is show} 


by the market price of some of the oil company earning), 
The absence of price wars of last yearifjcial u 


statements. 


violence is based on the spread between wholesale andj} 
retail gasoline and in part to the better understanding” 


between large and small marketers. There are still too many), 
retail outlets. 








MILLION BARRELS 





major 
gasoli 
know 
but tl 
will n 
as thi 
in the 

Th 
relate 
line i 


’ price ; 


suppl 
indivi 


oil” is 


about 


» reache 


in Ea 


appea 
oil fie 


learn | 


The 
portar 
blown 


with ¢ 


refinir 
conde: 
have r 
of gas 


perfec 
blow « 


By 


While this condition exists, the cost ofan | 
aT 


marketing gasoline will remain too high and the inducementf can b 
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will be present to cut prices 
for volume of sales. 

The average retail price of 
gasoline in fifty cities is about 
the same as last year: the 
Tulsa tank-car prices is about 
one cent higher. This is im- 
portant, since it decreases the 
amount by which price cut- 
F ting can take place without 

actual out of pocket losses. 
' The working margin has 
> been reduced. An equally 
| important change is that the 
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as high as 3!/2 gallons of gasoline per 1,000 feet of gas. 
Costs of production are not as yet available but should 
not be prohibitive. The gasoline is of superlative qual- 








Ww fields 
nvolved,f 
over the)) major companies have recognized the right of unbranded 
sroup is gasolines to be sold below the posted prices of the nationally- 
tory has rs known brands. There is still disagreement as to the amount, 
urge ga} but the principle is accepted and is a forward step which 
»il_welk}) will mean less friction as time goes by. It is in ways such 
cality is}) as this that the oil industry is better off today than it was 
rp. with}? in the past. 

vs inter). The better tank-car price this year is more than casually 
and willf) related to “hot oil.” So long as a limitless supply of gaso- 
een conf) line is reaching the trade from the underworld at any 
inion to} price and without entering into any known relation between 
oil, thf) supply and demand, the handling of refinery quotas and 
whether} individual refinery operations is a question mark. ‘Hot 
hat thi? oil” is not a thing of the past, but the industry feels bad 
about it when 40 or 50 per cent of last year’s normal supply 
industry} reaches the market. With the lowering of excess reserves 








keround{) in East Texas, this evil stands a chance of gradually dis- 
erowin}) appearing, as fewer individuals are involved in a single 
f codes oil field and the rank and file of independent producers 
>s of olf) learn more about their own business. 

need of 

natura Turning Gas into Gasoline 

er bus 

> spring} The refining industry has brought forward a really im- 


will bei portant development this year. For a long time we have 
® blown natural gas into the air because it was produced 
jwith the oil and there was no market for it. Likewise in 
refining and cracking operations the gas which is non- 
)condensible has been used as boiler fuel or wasted. We 
, shown have now learned how to use these gases for the production 
earning) of gasoline. The process is in the early stages of commer- 
yeartfcial use and will in all probability take several years for 
ale andl) perfection and installation. It will not fall as a disturbing 
tanding™ blow on the oil industry. 
o manj|, By the use of high pressures and temperatures, and 
cost offi what is called the “polymerization process,” fixed gases 
icementfjcan be used for the production of gasoline. Estimates are 
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ity, being much stronger in anti-knock properties than 

anything yet produced from crude oil. This may be 
of great importance to aviation. ® 

If applied to all refinery gases in the United States, it is 
possible that the process would make as much as 25,000,000 
barrels of gasoline per year. In that case refinery fuel 
would have to come from fuel oil or coal. If applied to all 
natural gas which is being wasted or sold for under five 
cents per thousand feet at the well, the gasoline produced 
would very greatly increase our ability to meet the demand 
of the future at reasonable prices. There is nothing in 
the process which indicates the production of much gaso- 
line below present market prices and there is nothing which 
indicates that it will be installed all in one year. It is, 
therefore, not a hazard to the industry, but is rather an 
assurance of its future. Translated into crude oil produc- 
tion, the full application of the process to the refining indus- 
try would mean a decrease in crude oil demand of about 
125,000 barrels per day or less than 5 per cent of present 
output. 


The Diesel’s Future 


A group has been formed to complete the commercializa- 
tion of the process and license the resulting equipment and 
methods. The companies included are Phillips Petroleum, 
The Texas Co., the Standard of Indiana and the Standard 
of New Jersey. Other companies which may be involved 
are the Pure Oil through its “gyro” process and the Uni- 
versal Products which has been working at a Shell refinery. 
The relative value of patentability among these companies 
is not known and will not be fully understood until the 
process producing the cheapest gasoline is in use. 

Some of our readers are doubtless among those who 
wonder about the future of the Diesel engine. There are 
several important facts bearing on the subject. There is 
a lower percentage of Diesel oil than gasoline in crude 
oil. It is easy to make gasoline from Diesel oil, but difi- 

(Please turn to page 619) 
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Significant Foreign Events |: 
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Will Mussolini Back Down? in our course. What she 1S getting oy 
now other non-reciprocating nation, ‘st 

It would be over-optimistic to suggest will get later. The United States j ra : 
that the possibility of a general Euro- ceasing to be the bellwether of ew sane 
pean war has now passed. The situa- nomic peace without followers. We ptodt 
tion, however, is slightly less menacing. have set a good example, but if it j sale 


Whereas, previously, Premier Musso- 
lini appeared determined to obtain full 
control over Ethiopia by fighting for it, 
he now seems willing to call the fight- 
ing off, if he can get all that he wants 
without it. In other words, the only 
change is that now he does not neces- 
sarily have to fight. By “fight” is 
meant serious fighting, possibly with 
Great Britain and France on the other 
side; nothing can prevent him from 
putting on a little military show in Ethiopia, but a care- 
fully pregs-agented capture of Adowa, the scene of the 
great Italian defeat in the past century, would probably 
be sufficient. 

Nevertheless, whether or not a general European war 
is staved off at the present time, it becomes clearer than 
ever that the conflagration is but postponed. In the present 
crisis, we have seen France manoeuvering, not so much to 
settle the present dispute, but to improve her position in 
the one with Germany which she believes inevitable some 
time in the future. She hates to give up her hard-won 
friendship with Italy without some commensurate return 
and for this reason she has been trying hard to obtain Great 
Britain’s assurance that the latter will take just as strong 
a stand in the event that some other country tries to take 
territory less menacing to the welfare of the British Em- 
pire than the present Italian foray in Africa. Sooner or 
later there must be a general war in an abortive attempt 
to settle again all Europe’s hates and jealousies. 


Germany Is Barred 


The pressing need of some sort of world economic 
stabilization is emphasized by the notice the United States 
has given Germany that on October 15 the Reich will 
cease to enjoy the most favored nation privileges of our 
new special trade agreements with other nations. Up to 
now Germany has automatically received the benefits of 
every tariff reduction which we have extended to those 
nations which have sought our markets on a reciprocal 
basis. At the same time Germany has firmly followed a 
policy of reducing imports from this country to a minimum 
and of virtually prohibiting payment for past imports, 
to say nothing of dodging payment of loans. Germany 
wants none of Mr. Hull's restored freedom of international 
trade, but she is quite willing to enjoy any ease of access 
to our markets which we may hand her on a platter. 
There is no discrimination or prejudice against Germany 
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not taken to heart we may have t ie 
turn to a policy of self containment ff ° For 
our own. 
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International Money Market fallen 
The London Equalization Fund ha ' i 


been handled during recent weeks in live 
a rather desultory fashion, the impre}) Ci 
; sion being that the authorities ar s° 
quite willing at the present time to allow sterling to self. i 
its natural level. dil 
The address of Sir Joshua Stamp at Strasburg, togethaly 
with statements of banks and financial houses in the City)... 
lead one to believe that the idea of monetary stabilizatiog? pee 
in England has made rapid progress, even if the idea hall Rt 
not as yet percolated through official quarters. Some finan) ¥¢ the 
cial circles are disposed to regard the ultimate level df} laste 
the pound at the old parity of 4.86 to the dollar. Obvious) ing 
however, all hopes of stabilization must await a clearing} } 
of the war clouds. i P 
In France, the trend of the money market is persistenthf) +, 
easier since the government has abandoned the policy 4 Soppor 
repeated borrowings. Fresh funds seeking investment conf) equip 
mence to have a salubrious effect on long term bonds anifjy, 
rentes, gradually the loan market is thus being consolidate}; 
Some observers predict that the French 4V/s will eventual}. 
move up to par. Between July 26 and August 30, ti) yogi. 
Bank of France gold holdings increased by 495 milliff 4, 
francs; discounts from 7,305 millions to 7,578 millioy manag 
francs. The level of discounts is still abnormally high anfj,)..4 
the rise of 1,500 million francs in note circulation is large key. , 
than is usual at the month end. It is, of course, as ye}tor a 
rather too soon to look for practical results of the gov 
ernment’s program. 
Nevertheless, although sentiment has to some extent itijenirit, 
proved, no amelioration of fundamental disorders is Turki 
parent. It is believed that improvement in basic conditiony follow 
must precede rather than follow attempts at financi§qoy, 
readjustments. Consequently, as long as the policy © reatly 
caution, which has characterized the French procedur Wage: 
continues and British authorities remain adamant on poU™@}yato,; 
sterling manipulation, chances for a stabilization accord t@priya 4) 
unlikely in the immediate future despite the presence Goyant; 
Mr. Morgan in England and Mr. Morgenthau on totus, 
Continent. The de facto stabilization in operation 18 “obs, 
pected to continue during the near term with fluctuatioigi{Uj,:,,. 
in the franc, pound and dollar rates moving within nattO@yont 
limits. 
or SJ 
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Turkey—Imports from the 
United States Advance 50% 


Considerable interest has been roused in Europe by the 
news that another producer of copper is about to enter 
the world market. Under the impetus of her Five-Year 
Plan, Turkey has pushed forward a southern spur of rails 
tapping the copper ore resources of Ergani. Works have 
already been completed for handling 15 thousand tons of 
refined copper yearly. It is proposed to build up produc- 
tin from ten thousard tons the first year to an eventual 
fgure of 24 thousand tons before the end of the Five-Year 
Flan. What makes this relatively small production of 
sgnificance is the fact that Turkey’s domestic requirements 
amount to only 10,000 tons annually. Not only will she 
now withdraw from the group of purchasers for whose 
custom there has been such acute competition of late, but 
she will also throw on the world market 
increasing quantities of copper until her 
production limit has been reached or an 
international agreement concluded. Copper 
gives Turkey a new bargaining power. 

For some years after the war the United 
States turned out more than half the copper 
produced. From more than 50 per cent 
of world totals, our production has now 
ket = Ffallen to about 25 per cent. Turkey 
Fund hal will never be in a class with the United 
weal [ States, Canada, Chile or the Katanga, yet 
e ithied jher production may eventually touch that 
rities ‘aul of Germany, Spain or Yugoslavia. 

° fe Another Turkish railroad is pushing to- 
5 Sward the Eregli coal fields. Factories which 
will utilize native coal are being equipped 
the Citys (2 enter production as soon as this second 
bilizatiog line is finished. Already large purchases of 
idea cotton textile machinery have been made 
me finanll 2 Russia for equipping two 
lela of these factories. Three cot- 
Ybviousll om textile mills in all are be- 
- clearinfl "8. planned. Germany is 
equipping a Turkish paper 
mill. A glass factory is under 
sconstruction. There are good 
popportunities for American 
Veequipment in every branch of 
nde le Turkish Five-Year Plan 
ifort firms which are willing 
eventual and able to give | 
; 30, eS. give long term 
Je credits, 

: <7 American experience in 
mil management engi ing h 
hich anf f gineering has 
Bo a“already been enlisted in Tur- 

mkey. At the request of Minis- 
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» is large 
‘Be a 3 ter of Monopolies, an Ameri- 

e'pcan firm has surveyed the 
xtent im rome set up of the tobacco, 
TS 1S af Turks and salt industries. The 
-onditiony ce ish government has been 
following this firm’s recommendations with good results. 


© 








LAVAL 
















financt 4 . 

policy ee of operating the tobacco monopoly have been 
mgreatly imi ; : 

roceduty y reduced by eliminating unnecessary expenditures. 





Wages, however, have not been reduced, or prices for raw 
co aterials lowered—another of those paradoxical cases where 
son ee business dictates to dictators. Exporting large 
; ona nage of choice leaf to the United States, Turkey has in 
on is a ea Pp aced some of its American earnings in American 
ctusll i machinery. The result: exports to Turkey from the 
a nite States increased 50 per cent during the first five 

ionths of this year as compared to the same period of 1934. 
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Czechoslovakia—Bids for 
World Trade 


Because of the fierce antagonism between Czech and 
Soviet traders after the long and bitter struggle between 
them in Siberia, Czechoslovakia has been slow in recog: 
nizing the Union of Soviet Socialist Republics. Since then, 
events have moved rapidly. 

In March of this year, a commercial agreement was 
reached between the two countries, and in June, Czecho- 
slovakia extended open-handed credits to Russia. Ger- 
many, usually more liberal than other suppliers to the 
Soviets demands commercial paper guarantees. Italy 
has gone a bit further recently and the Italian state 
has assumed the guarantee of Soviet export credits up to 
between 75 and 85 per cent of the transaction involved. 
Czechoslovakia goes the limit and offers 100 per cent state 
guarantee of all export operations up to 
250,000,000 crowns. 

Bonds are to be issued by the Soviet 
purchasers as the merchandise is delivered. 
The bonds will run for five years, pay 6 
per cent interest and be quoted on the Prague 
stock exchange. The credit thus assumes the 
form of a true foreign loan. One hundred 
million crowns of the total will be taken 
over by a consortium of Czechoslovak banks, 
while the remaining 150 million will be 
handled by manufacturers benefiting from 
the potential trade which is expected to 
follow. 

A glance at Czechoslovak export statistics 
will explain this sudden generosity. While 
exports to the United States, for example, 
have declined since 1931 by about one-half, 
those to Soviet Russia have dropped from 
a value of nearly five hundred million crowns 
in 1931 to about 30 million 
crowns in 1934. It is to re- 
gain this formidable sales ter- 
ritory that the export loan 
was granted. 

Within the past three 
months one billion crowns has 
been allotted by the Czecho- 
slovak government to the Ex- 
port Credit Guarantee Fund, 
increasing this form of state 
guarantee of export credits 
from 600 million to 1600 mil- 
lion crowns. This tidy sum is 
to be used in aiding shipments 
of machinery and abrasives to 
Brazil, China, Russia, Turkey 
and other foreign markets, thus 
increasing American export 
competition in these countries. 
Simultaneously, successful 
liquidation of frozen export 
claims has resulted in July of this year in a favorable 
commercial balance nearly four times larger than in the 
corresponding month of last year. 

Although America has taken less Czechoslovak linen, 
due in part to the competitive devaluation of the Belgian 
currency, other countries have transacted an unusually 
brisk business—a demand stimulated by European war 
scares. The Czechoslovak iron and steel trades are boom- 
ing. May steel production touching 106,000 tons was the 
largest since November, 1931. 

(Please turn to page 617) 
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ITH the passage of the Public Utility Act of 1935, 
the long threatened public utility legislation be- 
came an actuality and the industry is now con- 

fronted with Federal regulation on an unprecedented 
scale. The Bill is replete with ambiguities and vague defi- 
nitions which will only be clarified when there has been 
sufficient opportunity for a practical application of its 
provisions. From an examination of the salient features 
of the Act, however, it is only too apparent that the 
electric and gas industries are facing drastic reorganization. 

The so-called “death sentence,” as embodied in Section 
II of the Act has been only slightly modified from that pro- 
vided in the original draft of the legislation. Reduced to its 
simplest terms, this section provides that holding companies 
are to be limited to the ownership of a single integrated 
system. Holding companies, however, may continue to 
control one or more additional systems if it is demonstrated 
that such other systems cannot be operated independently 
without the loss of substantial economies, or if such addi- 
tional systems are located in a single State or adjoining 
States or in contiguous foreign country, or if such addi- 
tional systems are not so large as to devitalize the advant- 
ages of local management or efficient operation. 

Section II further provides that no holding company may 
retain interests in other holding or operating companies 
than those which constitute a part of their own systems. 

. Holding companies are required to take such steps as to 
insure that their corporate structures are not unduly or 
excessively complicated or are such as to prevent the fair 
and equitable distribution of voting power among security 
holders. No registered holding companies shall exist beyond 
the second degree. That is, operating properties may be con- 
trolled by intermediary holding companies, in turn con- 
trolled by a top holding company—but no further. 


Appraising Individual Public Utility 
Issues Under the New Law 


Leading Companies Fall in Three Broad Categories 


By Francis C. FULLERTON 


Exemption from the Act may be claimed by any system 
operating entirely within a single State. Further the Act 
does not affect water, traction or ice properties nor does 
it interfere with single-layer holding companies. Operating 
companies are not affected. 

Responsibility for enforcement of Title II is vested with 
the Securities Exchange Commission, which is directed to 
proceed in accordance with the provisions of the Act a 
soon as practicable after January 1, 1938. All holding com 
panies, however, must register with the S E C between 
October 1 and December 1, of this year. The Federal 
Power Commission, on the other hand, is given jurisdiction 
over all electric companies engaged in interstate commerce, 

In the administration of the Act, the S E C is granted 
considerable latitude and broad discretionary powers and 
for the most part the manner in which holding companies 
will be revamped will be determined by the S E ¢ 


It is reasonable to assume that in the time which will elapse 
before the Act becomes effective, the Commission will evolve | 


ways and means to meet the intent of the Act in an orderly 
and impartial manner. Further, not only is it a foregone 
conclusion that the Act will of necessity be revised and 
modified, but its constitutionality will be tested in the 
courts. Considerable doubt has already been expressed that 
the Act can successfully meet such test. 

In the circumstances any expression of opinion as to 
the ultimate destiny of specific holding companies must be 
liberally qualified and made subject to numerous abstract 
factors. Accordingly, the accompanying tabulation ha 
been prepared as an informative comparison of the leading 
public utility properties and the securities in which the 
public has a large investment stake, indicating the extent to 
which they might conceivably be affected by the Act, based 
on a literal interpretation of its provisions. 


























Companies Least Affected 
Recent 
Company Price COMMENTS 
American and Foreign Power Holding company with all operating properties outside of U.S. The 
Debenture 56, 2030. ............. 68 Act specifies that companies whose operations are predominantly || 
$7 Cum. Ist Preferred............ 30 ~=foreign will be unaffected by its terms. While unsettled foreign con- a 
$6 Cum. Ist Preferred............ 26 ditions continue to retard recovery, progress has been made in strength- | _ 
$7 Cum. 2nd Preferred........... 10 ening finances. Debentures may be held. Senior preferred issues |! 
a Ee soa eee 6 have long pull speculative merit. Others highly speculative. | es 
Brooklyn Union Gas Services almost entirely limited to Brooklyn, N. Y., and is therefore i 
ROI oN a 5 dake bi ei 119 not within the scope of the Act. - Conservatively capitalized and man- fk: 
Oe A 126 aged and various funded obligations command high investment ratings. | 
foe 3 2 6 |) Sere 109 Rate cuts and increased taxes, however, have taken a heavy toll of net 
pebenture Ss, 1950......... 6.52... 105 income. Current earnings are somewhat less than the $5 dividend and 
Ue ee ee ee 62 some reduction may be made. 
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| Company Price COMMENTS 
| Commonwealth Edison Operating company supplying practically all of the electric requirements 
| RASC EE MeRIE RS Be oo. 5 ora, 5104 eti> ape 103 in the city cf Chicago. Although holding large investments in other 
SS Sy 2 one a Barer ea 100 utility enterprises, company has little to fear from the Act. Fixed 
| UT, | a ns Nn Paar PR rs 90 charges regularly covered by a wide margin and various bonds are in 
| the high grade investment category. With earnings running com- 
fortably in excess of the $4 dividend, and important savings effected 
| by refunding operations, the shares may be regarded as a dependable 
income-producing medium. 
Consolidated Gas, El. Lt. & Pwr. (Balti.) Conservative capitalization and skillful management have brought this 
5 Ere er 108 company to the front rank of the stronger operating units. Definitely 
5% Cum. Preferred... .........40% 115 immune from the provisions of the Public Utility Act. Operations con- 
AEOMMMNUNM as Foie as oS gla oer se 81 fined te the city of Baltimore and vicinity. Refunding operations and 
retirement of preferred issues have strengthened the position of the 
common and with earnings of $4.11 a share for the twelve months to 
June 30, last, the $3.60 dividend is being comfortably suppcrted. 
Consolidated Gas of New York Company is more concerned with the threat of possible municipal com- 
Debenture 534s, 1945............. 106 petition than the possible affects of Federal legislation. Functions 
Debenture 414s, 1951.............. 107 both asa holding and operating company with properties located entire- 
DEVENS 5B, F957. oes ose es cee cs 105 _—ily in New York City and vicinity. Apparently meets all major require- 
$5 Cum. Preterred............... 100 ments of Act. Rate cuts and taxes have cut heavily into net and 
RMT soma ek sro sd eis SK 26 referendum providing for the erection of a municipal plant is scheduled 
to be submitted to voters this Fall. Bonds high grade and present $1 
dividend on common reasonably secure. Shares should be held. 
| Detroit Edison Operating company serving the city of Detroit and surrounding terri- 
Gen'l & Ref. 56, 1949.........06565 106 tory. Properties are physically interconnected and beyond the scope 
Gen’l & Ref. 5s, 1955............. 106 of the Public Utility Act. Sustained industrial activity in territory 
Gen’! & Ref. 414s, 1961........... 112 served should partially offset increased taxes and costs. Bonds qualify 
ROMANTIC hs isin -iers W RE 102 as gilt-edge investments, while late earnings, although lower than a 
| year ago, are comfortably in excess of the $4 dividend. 
| Edison Electric lum. Co. (Boston) Serving the city of Boston and vicinity, company is a strong operating 
Ra Et EEO <5 5 0 aioe b15 Kose bwsle 103 unit with a long record of stable operations to its credit. Has nothing 
NSM 5 25 5h cass Sian bing, dla varsvenslore 155 to fear from Act. Bonds qualify as high type investment. Rate ad- 
justments this year will restrict upturn in current earnings but net for 
the company’s shares should be between $9.50 and $10 a share, or 
well in excess of the $8 dividend. 
Louisville Gas & Electric While this company appears to comply with all of the provisions of the 
lass A Common... .... ss ceccc ees 19 Act, and operations are limited to the city of Louisville, Ky., and en- 
virons, it is involved in a tax controversy, concerning which the last 
Court decision was adverse to the company. A final decision has not 
been rendered but in the event that the power of the city of Louisville 
to tax the company’s franchise is upheld, a heavy increase in the com- 
| pany’s tax bill will result. Class A shares speculative. 
Niagara Hudson Power Holding company controlling five principal intermediary holding com- 
BRREIRERCANR 5372 CV 7 hn ds ers lovely iO ote 5 7 panies. All operating facilities, however, are completely interconnec- 
ted. Elimination of secondary holding companies could doubtless be 
accomplished without difficulty, although this may not be necessary. 
Underlying bonds of operating subsidiaries are high grade, while the 
various preferred issues of these subsidiaries have varying degrees of 
investment and speculative merit. Company’s own shares may be 
held with a view to later developments. 
Pacific Gas & Electric Company is unlikely to be affected by Act. Pacific Gas is a single 
Dette Rel. 4368, F957... cece es 107 integrated system operating entirely within the confines of the State 
Ist & Ref. 41%s, 1960............. 106 of California. A high credit standing has permitted the company to 
Ist & Ref. 4s, 1964............... 104 + effect important savings in interest charges through refunding opera- 
6% Cum. Ist & Preferred......... 28 ‘tions and current earnings have registered favorable gains. Bonds and 
5% Cum. Ist & Preferred......... 26 _— preferred issues are high grade, while the common, carrying a reason- 





NMMERNEMINI is orope foes im ix a 15:6 pbk. 27 ~~ ably secure dividend, is suitable for retention. 

Pacific Lighting Helding company with all operating units located in a single state. 
SO Cum, PYOlerred.. 2.6. eae 103 Favored by a simple capital structure and a strong financial position, the 
ROIS 66 drs gente ae dears waiaccls ue mie% 40 company has benefited by improved conditions in its territory. Current 


earnings are running in excess of $4, as compared with the $2.40 divi- 
dend on the common. Both the latter issue and the preferred are suit- 
able vehicles fcrincome. With gas sales predominant, company is less 
vulnerable to potential Boulder Dam competition. 





Peoples Gas, Light & Coke 


merunaimeg 5@; 1967.......0.0.0.0.- 106 
Ist & Ref. 4s, 1981............... 87 
Ist & Ref. 6s, 1957............... 103 
ee EE ee ear rarer 36 








Compact holding company with subsidiaries engaged in producing and 
distributing gas exclusively in the Chicago area. Apparently immune 
from the major provisions of the Public Utility Act. Late earnings have 
been restricted by increased costs and substantially enlarged taxes and 
while the various bond issues are sound investment media, imminent 
maturities and uncertainty over the possible outcome of the company’s 
efforts to adjust a gas purchase ccntract, would seem tc preclude early 
resumption of common dividends. 
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Recent 
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COMMENTS 





Public Service of New Jersey 


6% Perpetual Certificates 


8% Cum. Preferred.............. 
7% Cum. Preferred.............. 
67 Cam. Proferred............5)- 


$5 Cum. Preferred 
Common 


132 
136 
121 
110 


Although a holding company in effect, operating subsidiaries form a 
closely knit system with operations confined entirely within the State 
of New Jersey. There is little likelihocd therefore that the company 
will find the Act onerous, although an important construction and 
engineering subsidiary jointly controlled with U. G. I., may be subject 
to revamping. Bonds are high grade, while the various preferred 
issues are attractive for income. Rate reductions have reduced earn- 
ings on the common and a further moderate reduction in dividends 
may be necessary. 





Southern California Edison 
Refunding 334s, 1960............. 


7% Cum. Preferred..... 


6% Cum. Preferred.............. 
5%% Cum. Preferred............ 


Common 


With operations confined to California, company has a valid claim to 
exemption from the Public Utility Act. Improved business conditions 
in territory served have been reflected in current earnings, while heavy 
refunding operations bave made possible important savings in interest 
charges. The status of the company following completicn of the 
Boulder Dam next year is a matter of some uncertainty, but for the 
present both the bonds and preferred issues may be held witb assur- 
ance, while present prices for the common invite temporary retention. 





Should Be Able to Conform Without Undue Hardship 





American Gas & Electric 
Deb. 5s, 2028 
$6 Cum. Preferred 


Common 


106 
107 
33 


Whether or not company’s system will require revamping would seem 
to depend largely upon the attitude of the SEC. Various operating 
properties located in nine states, of which, however, about two-thirds 
are interconnected, while cthers are situated in adjoining states. 
Holding company relationship apparently conforms with requirements 
of Act and the presence of a comparatively simple capital structure 
would doubtless facilitate any readjustment of properties which might 
be required. Finances strong, and rising trend of earnings favor 
retention of all securities of company. 





American Water Works & Electric 


Coll. Trust 5s, 1944 
Debenture 6s, 1975 
Debenture 5s, 1975.... 


$6 Cum. Ist Preferred............ 


Common..... 


Company’s water properties are widely scattered but these are not 
affected by the Act. Electric properties are controlled by West Penn 
Electric and are closely interconnected. Company should be able to 
demonstrate important operating economies and capitalization is not 
excessive. Should some simplification of system be reauired, it could 
dcubtless be effected without difficulty. Earnings sufficient to support 
adequately interest on funded debt and preferred dividends. 





Columbia Gas & Electric 
Debenture 5s, 1952 
Debenture 5s, 1961 
6% Cum. Preferred 


5% Cum. Conv. Preference....... 


Common..... 


95 


80 
79 
11 


Another instance where SEC discretion will probably determine any 
change in present setup. Company is a single-layer holding company 
with operating properties geographically integrated, but not operated 
as a single unit. Any adjustment would seem to hinge on the com- 
pany’s ability to demonstrate that its system is neither toc large for 
effective regulation or local management. Earnings have only recently 
responded to improved conditions in territory served and preferred 
coverage still meager. Bonds may be held for income, while common 
has some long pull speculative merit. 





United Gas 


$7 Cum. Preferred 
Common..... 


Simplification of capital structure would permit company to attain an 
operating status. Subsidiaries operate an extensive system of natural 
gas facilities serving a contiguous territory. Company has a fairly 
large floating debt, and while current earnings have shown improve- 
ment, elimination of this debt as well as accumulated dividends on 
preferred shares must be undertaken before any consideration can be 
given to the common shares. 





United Gas Improvement 
$5 Cum. Preferred 
Common..... 


107 
16 


Appears to be a “border line”’ situation and the ability of the company 
to conform with the Act will depend to a considerable extent upon the 
the consideration given by the S E C to the company’s conservative 
policies. Company has two groups of operating properties not con- 
tiguous, as well as widely scattered properties of lesser importance and 
substantial investments in Public Service of N. J., Niagara Hudson, 
Commonwealth Southern and others. Preferred shares may be held 
for income and the common retained on a speculative basis. 





May Be Severely Hampered by Act 





American Light & Traction 
6% Cum. Preferred 
Common...... 


23 
12 


Sub-holding company with subsidiaries operating principally in the 
states of Michigan and Wisconsin and San Antonio, Texas. Bulk of reve- 
nues derived from gas. Local management. May be obliged to re- 
vamp its system to achieve closer unity and the situation is complicated 
by the uncertain status of the top holding company—United Light & 
Power. Earnings do not fully cover common dividends and a reduced 
rate is indicated. Preferred shares may be held for income. 
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Company Price COMMENTS 

American Power & Light Although the company meets the provisions of the Act insofar as it 

ISVSNtULe OF, ZOIG. 2 ooo. eke ees 86. affects its relationship to subsidiary operating units, the latter may be 

Southwestern Pwr. & Light divided roughly into five major groups serving a wide-flung territory. 

Debenture 68, 2022... . sees 85 This lack of geographical contiguity places the company in a vulnerable 

Gs Li We! SoC) <j 2 0): a rr 34 position. Realignment of properties may result in retirement of all 

A GE Sd) ey | er 28 or part of debenture issues but position of preferreds and common 

CN ee a re ee ae ee 7 problematical. The need to conserve cash precludes preferred divi- 
dend resumption despite marked improvement in current earnings. 

Associated Gas & Electric Will undoubtedly be compelled to make drastic changes in its present 
Res a Co 26 setup to comply with the terms of the Act. Not only are properties 
Debenture 4'%s, 1949............. 22 ~+geographically disjointed but they are controlled through various inter- 
Debenture 58, 1950.........05 005. 24 mediary holding companies. Company also extracts fees from sub- 
So CUM, POVOMmed... sees os 5 sidiaries for various services rendered, which further complicates the 
(Ly Ve A ae eee ate are ry ge 1 situation. The manner in which company’s various security holders 
RRMIRGNE So 5s ag Au NE oy in DI I 1 will fare is highly uncertain and the chief basis for continued retention 

is the hope that ultimate readjustment may be less drastic than now 
indicated. 

Commonwealth & Southern Problem of intermediary holding companies not acute. Properties 

Penn-Ohio Edison on the other hand are rather widely scattered and might be roughly 
JL ONG 97 classified as North and South groups. In the circumstances, some 
(ER OSC BUS “Ce ||.) Sa 93 readjustment appears to be inevitable, but it is not unlikely that this 

Southeastern Pwr. & Let. could be accomplished without serious difficulties. Various bond 
AEC ee eae 94 issues continue suitable for income, while uncertainty as to future 

SO Cum: Preferred... 2... 62s. ase 55 relationship of company and T VA places preferred and common shares 
MMPEMEERIS Dee act Acai tv aon eis eee one's 2 in speculative category. 

Cities Service Absence of contiguity and the presence of several sub-holding com- 
Ref. & Deb; 55,2966. ..... 64.046... 54 panies indicate that company is slated for readjustment to meet pro- 
DSVENtUTO SB, 1990. 5 coca eke 52 visions of Act. Capital structure is complex and various service fees 
so Cum, Preferred... .......55- 17. arecharged. Ownership of large oil and natural gas interests, contribut- 
NOIINMNONR 059 kn CE i staval so ska is So 2 ing more than 50% of gross revenues constitute an off-setting factor. 

While various underlying obligations are not without merit, company’s 
own debentures are speculative, as are the preferred and common 
shares. 

Electric Bond & Share An investment holding company having a substantial interest (more 
WO CUM, PYOIOITOE: . 0... 200s ses 63 than 10%) in American & Foreign Pwr., Electric Pwr., & Lgt., American 
>» Cum. Preferred. .............- 53 Pwr. & Let., National Pwr. & Lgt., and Amer. Gas & Elec. Operating 
RO MMAMPEENON IN hc oo raat rae a votaule ananets 11 __—s properties of these sub-holding companies are widely scattered. Com- 

pany derives substantial income from various managerial functions, 
which will be materially curtailed by the Act after April 1st, 1936. Com- 
pany has also loaned large sums to various companies in its told. In 
liquidation, company would have to realize nearly 100 cents on a dollar 
of indicated assets to permit full redemption of preferred issues and 
leave around $15 for the common. 

Electric Power & Light Controls both holding and operating subsidiaries, but apparently meets 
MRIS SO AOMDE Si ons 0 bie alco d As 88 ie 64 requirements as to relationship with subsidiaries. Company, however, 
Si Ceti, Preverred. ¢....5 5... es 23 may have difficulty complying with provisions bearing on contiguity. 
SOCOM, TROLOITOO. nce eee ses 20 System contains two integrated groups but others are rather widely 
$7 Cum. 2nd Preferred........... 11 ~=scattered. Some realignment will doubtless be undertaken but should 
MUD MMMIITINER NE fio) tacts iets: 5 not prove insurmountable. Debentures not likely to be seriously im- 

paired but position of preferreds and common problematical. 

Engineers Public Service Properties are geographically disjointed and in several instances, com- 
5% Cum. Conv. Preferred......... 38 pany is more than twice removed from operating subsidiaries. While 
$5.50 Cum. Preferred............. 38 the company might be able to simplify its corporate set-up without great 
$6 Cum. Preferred............... 40 difficulty, the lack of contiguity, as defined by the Act, would appear to 
ROU a ian cra e\Gs o's so Fults wivaw e's #48 5 place it in a vulnerable position. Bank loans have been eliminated 

and current earnings are better but it is officially calculated that dis- 
solution of the company would not permit it to realize $100 a share for 
the preferreds from the sale of its assets at recently prevailing prices. 

International Hydro- Electric Company’s status insofar as it relates to operating units appears to 

Cony. Den. Os, 194. .ceicsssas.s 44 conform with the provisions of the Act. Contiguity ot operating units, 
$3.50 Cum. Conv Preferred....... 8 however, as set terth in the Act, is questionable despite the fact 
We ALE. SA OOH 55 526 ole toss 3 tbat they are largely concentrated in New England, with cthers in 

southeastern Canada and Northern New York. In the circumstances, 
the S E C may require simplification of the present setup. Company 
stands to lose important revenue now derived from supervisory and 
managerial functions and contract disputes in Canada further com- 
plicate the outlook. All classes of securities speculative. 

National Power & Light Company is principally concerned with overcoming lack of contiguity, 
Depenturée GE, 2026... .ns.ce.sss 95 as operating properties are rather widely scattered. Relationship to 
Devenrure Sh, 2030... ccs sees 82 subsidiary holding companies would seem to meet requirements of Act 
SO Cunt. Prererred. «0... 6656.5.. 70 although some simplification may be necessary. No apparent basis 
IONE i olchite iste Sse cease <5 3 10 for apprehension on the part of debenture holders, and the preferred 


shares may be held, temporarily at least, for income. Outlook for 
common obscured by uncertainties of possible competition from T V A. 





(Please turn to page 620) 
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Have Bonds Seen Their Top? 


High Grade Issue Show Declining Tendencies as 


Money Rates Give First Indications of Firming 


O much has been written in the 
past year or more of extremely 
easy money and its uplifting in- 

fluence on the bond market that it 
comes as something of a surprise to 
discover that there are now signs of a 
slight hardening in money rates. Even 
though it turn out to be no more than 
a false alarm, any development of this 
nature which strikes so directly at the 
main arch of the bond market is de- 
serving of the greatest consideration. 


Is Trend Reversing? 


The evidence of a reversal in the 
downward trend of money rates is 
meager, admittedly. It consists in a 
drying up of the amount of time money 
offered at 14%. It is true that there 
is still enough offered at this rate to 
prevent a rise, but there has been, 
nevertheless, a considerable lessening 
of the supply. In other words, the 
money market has a much firmer under- 
tone than was the case in the recent 
past. It is to be noted also that United 
States Government bonds are between 
two and three full points under their 
highs for the year; the same is true 
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By J. S. Wittiams 


of the majority of high-grade corporate 
bonds. 

There is a rumor to the effect that 
the Treasury actually welcomes the de- 
cline and has even gone so far as to 
encourage it. The argument is that 
currently money rates are too low and 
that the banks are starving to death. 
If, it is said, it were possible for the 
banks to lend money for commercial 
purposes more advantageously, they 
would be a great deal more interested 
in searching for opportunities to place 
it. A healthy expansion in privately- 
financed commercial activity undoubt- 
edly would be helpful, not only in 
itself, but in taking some of the load 
off the Government's _ shoulders. 
Whether or not this is a sound conten- 
tion—and it can be objected to on the 
grounds that there is no sense in the 
Government paying more than it need 
and, if it really wants higher money 
rates, why through Federal Reserve 
purchases of government paper, has it 
done everything in its power to make 
money a glut on the market and its 
hire the lowest in history—it is true 
undoubtedly that, had the Government 
wished, it could have prevented the 


decline. That it failed to do so, is the 
more curious in view of the $1,250, 
000,000 in Liberty 444s which are to 
be redeemed next month. This will 
now be less easily done and it is being 
suggested that conversions to the new 
issue will run considerably under the 
80% that had been expected. 


Decline Logical 


Despite the difficulty of linking the 
decline in government bonds to a spe- 
cific cause, in some respects the reces 
sion is not illogical. In the first place, 
a market as high as this one naturally 
is somewhat vulnerable. In the second 
place, it is to be remembered that banks 
are holders of enormous quantities of 
government paper and, with business 
showing the improvement it has, they 
feel that there may shortly develop an 
opportunity to lend their funds more 
profitably. This is not to say that 
banks have been active sellers of gov 
ernments—only that they have been 
much less active buyers. Thirdly, the 
European situation must be given con- 
sideration. The possibility, however 
remote, of another world war fright- 
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ens capital everywhere and frightened 
capital is always a seller—this, of 
course, aside from the fact that wars 
are notorious for their ability to harden 
money and cause a decline in bonds. 


Other Influences 


Other influences working in the same 
direction include the belief that infla- 
tion is now “taking hold.” This is 
closely allied to the reasoning that 
argues that the highest of high grade 
bonds at the highest of high prices is 
not a particularly good holding during 
an accelerating climb from the depths 
of depression, but it is not quite the 
same thing. Today, the fear of infla- 
tion—credit inflation, not currency in- 
flation—is less on the surface than it 
was, say in 1933, but it is there never- 
theless, sometimes not wholly recog- 
nized for what it is. With business 
growing more active, there has been 
some switching of high grade bonds 
to stocks; with business growing more 
active the reserve of safety in a high 
grade bond is treasured less than it 
was both by individuals and corpora- 
tions; with business growing more ac- 
tive and prices higher, more funds are 
required to carry it on and investments 
consequently are sold. 

At the same time, on the political 
front there is the strong probabil- 
ity of the soldiers’ bonus being 
paid early next year. Also, one 
has only to look at the present mess 
in Work-Relief to realize that the 
five-billion-dollar fund is not go- 
ing to work the unemployment 
trick and that everything points to 
bigger and better borrowings in the 
near future. 

In connection with inflation, it 
is often contended that, although 
we have laid the groundwork for 
a vast inflation as witnessed by the 
record heights to which excess re- 
serves of member banks have 
soared, there is little actual infla- 
tion because the reserves are not 
being used. There is some truth 
in this as far as it goes; it is not, 
however, the whole story. Con- 
clusions based on this fact alone 
neglect to take into consideration 
all the money that the government 
is loaning directly. Loans to build 
houses, to save mortgage fore- 
closures, to repair buildings, to buy 





Here, indeed, is a great credit in- 
flation already effective. It provides, 
moreover, a logical explanation of 
the kind of fuel employed by the 
stock market in its recent advance. 
Loans made by banks on securities are 
down considerably from those outstand- 
ing a year ago, brokers loans show only 
an unimportant change, bank deposits 
are up, and so are savings bank de- 
posits. Where then did the money 
come from that financed the rise in 
stocks, and to a lesser extent in bonds? 
Obviously, the Government has sup- 
plied most, if not all, of it. When the 
Government lends a man the money 
to pay a debt, or buy a bath-tub or 
build a house, it has control only of the 
initial transaction. The creditor or 
seller having obtained their money can 
do whatever they like with it. They 
can buy a piano, thereby fostering busi- 
ness directly, or they can put it into 
securities. A great many have pur- 
sued the last course. 

Thus, we have a curious situation. 
Here is an Administration which has 
frowned heavily on speculation since 
its inception supplying the funds with- 
out which the speculation of the past 
year or more would have never been 
seen. Also, it is to be noted that gov- 
ernment-sponsored easy money has in 
it, through greater business activity and 
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seeds, equipment; loans to hold 








crops, to buy fertilizer and draft 
animals; all this and more that the 
Government is doing directly is not re- 
vealed in bank statements. As of July 
1, Federal agencies had outstanding 
loans of $8,147,000,000, a figure equal 
to 40% of the loans made by all banks 
in the country. 
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higher prices, the power to destroy it- 
self. Not that the Government would 
object to this, for it is what it wants, 
even though it means paying a higher 
rate on Federal borrowings. To the 
individual investor, however, it is a 





situation that would entail loss; either 
direct loss should he sell his bond at the 
lower level resulting, or indirect loss 
through the decline of purchasing pow- 
er brought about by higher prices for 
goods and services. 


No Wide-open Break 


It must not be thought that the fore- 
going carries with it any idea of a 
wide-open break in high-grade bond 
prices and, therefore, that the individu- 
al investor had best anticipate it by the 
immediate sale of all such securities. It is 
always extremely hazardous to suggest 
that dependent men and women indis- 
criminately sell good bonds. No, what 
is meant is that now the cream probably 
is off high grades—that it does not seem 
likely that they will succeed in getting 
very far through their recent tops and 
may quite possibly ease further from 
current levels. The possibility of severe 
decline is quite another matter. There 
is still a mountain of money seeking 
investment and, every time the Govern- 
ment borrows and spends, it creates 
more; it is going to be a long time 
before business activity and higher 
prices seriously out-run this creative 
ability and bring about a really marked 
firming in money rates. 

The course best followed by the in- 
dividual in the light of what has 
happened and what is likely to 
happen will, as always, depends 
largely on his own circumstances. 
Even though they are more likely 
to sink from this point than go 
higher, he who has no high-grade 
bonds needs some for proper in- 
vestment balance. This is impor- 
tant regardless of what the out- 
look happens to be for one type 
of security. It is, of course, logical 
to swing slightly away from high- 
grade bonds to other investment 
media when the outlook for the 
former appears doubtful; but it 
would be a great mistake to aban- 
don them altogether. There is no 
need for the present situation in 
any way to alarm the man who has 
already achieved a well-balanced 
program. Even though his bonds 
decline somewhat, the probabilities 
are that the factors making for the 
decline will have a more than off- 
setting favorable effect upon his 
other holdings. It is only he who 
has his capital excessively repre- 
sented in prime bonds that needs to 
think at all about switching some 

to other forms of investment on the 
strength of what, not altogether con- 
clusive, adverse evidence exists. And 
even then it would be a mistake 
to make the change over-enthusi- 
astically. 
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Hope and Despair in the Cotton 


Outlook 


Lower Prices May Spur Export Market—Business 
Aided By Grower’s Position—Will Processing Taxes 
Be Upheld?—Government’s Potential Losses Huge 


OTTON appears to be 
e headed for lower prices 

at least for a _ time. 
There is a determined effort to 
be made to move the current 
cotton crop into consumption, 
though there are some compli- 
cations, the outlines of which 
are attempted here. 

It is a matter of recent news, 
of the closing days of the long 
drawn out session of Congress, 
that the cotton loan program 
was in hot debate. After being 
batted back and forth in legis- 
lative processes that were not 
altogether creditable, there 
emerged a loan of ten cents a 
pound, with a very tricky bonus 
of two cents per pound. The 
aim and end is to satisfy the 
cotton planter who has cut 
down his acreage, but at the 
same time get him to sell his 
cotton; if possible, to increase 
exports. 

One result of these loans on 
cotton is that for the first time in the 
history of the fiber, the September 
crop estimate of the Bureau of the Cen- 
sus was treated with scant attention. 
Under ordinary conditions these Sep- 
tember figures are compared with pri- 
vate estimates, analyzed state by state, 
and generally picked to pieces on the 
theory that September figures pretty 
well show the size of the crop. 

In this year the size of the crop is a 
matter of minor importance. The new 
cotton, practically all of it, is under 
the restrictions of the AAA acreage 
contract and the Bankhead allotment 
plan, while the old cotton is in the 12- 
cent Government loan. 

By way of refreshing our memory 
we should recall that the restriction 
contracts of the cotton growers with 
the A AA for the past year called for 
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a reduction of 35% to 45% in acreage 
as against the base acreage of 1928- 
1932; but this was reducible to 25% if 
the Secretary should elect to carry the 
program into this current year, crop 
year 1935-1936, July 31 to August 1, 
as was done. The benefit payments on 
the 1934-1935 crop were 3.5 cents per 
pound on the amount of cotton calcu- 
lated as the production of the land 
rented to the Secretary and based on 
the average yield of such land during 
the base period mentioned plus the 
parity payment of 1 cent per pound on 
40% of the base production so calcu- 
lated. 

The Bankhead Allotment Act was 
designed to furnish compulsory control 
of the production of cotton by allotting 
to each county (and to each grower) 
the amount of cotton which might be 





grown free of tax. Any cotton 
in excess of such quota when, 
as and if it comes to market 
must pay a tax of 6 cents per 
pound. 

In 1934 when the Bankhead 
Act first went into effect the na- 
tional quota was fixed at 10, 
500,000 bales. Due to acreage 
restriction and the weather the 
crop was a short one—9,636,000 
bales, thus leaving some 864,000 
tax exemption certificates avail- 
able in addition to the 10,500,- 
000 bales of this year’s crop, 
the Bankhead Act having been 
carried forward with its quota 
unchanged. There may then 
be ginned and sold some 11,- 
364,000 bales of tax exempt 
cotton this crop year. 

Now the September estimate 
for this year’s crop, which we 
mentioned in beginning was 
11,489,000 bales. 

We may, therefore, say that 
the growers are, as a whole, 
fairly within the Bankhead Act limita- 
tions, though each individual grower 
must also keep within his personal 
allotment to avoid penalty, or buy tax 
exemption certificates from growers 
who failed to fill their quota. 


The Ten Cent Loan and the Grower 


We began by saying that the size of 
this crop, usually a controlling market 
factor is a matter of minor importance. 
When and as the AAA put into ef- 
fect the program of crop restriction it 
was, of course, necessary to protect the 
grower against world competition, thus 
there came into the situation the gov 
ernment loan policy. The Commodity 
Credit Corp. loaned 12 cents a pound 
on the crop of last year, and accumu- 
lated about 5,000,000 bales. 
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It thus became a question of what 
is to be done with the 11,489,000 bales 
to be picked and ginned during the 
coming weeks. It became obvious that 
a continuation of the 12-cent loan 
would only fill the warehouses. South- 
ern Senators beat their breasts and 
cried aloud. The quality of American 
cotton, which should be much better 
than it is, actually, was proclaimed to 
high heaven and out of the melee— 
and it deserves no better characteriza- 
tion—there came a 10-cent loan and 
the 2-cent bonus, a hope that exports 
may be increased, and a hope that 
planters will sell their cotton instead of 
putting it all into the 10-cent loan. 

We are required to figure out the 
working of the bonus, which is not 
necessarily a 2-cent bonus, though it 
has been, for the most part, so de- 
scribed. It works this way. If a 
planter sells his cotton on a day when 
the average price of the ten recognized 
spot markets of the South for 7%-inch 
upland middling was, say, 10!4 cents, 
the planter would be entitled to receive 
14 cents per pound, thereby realizing 
12 cents per pound. If, however, the 
base spot price on the day of sale was 
94, the planter 
would receive 2 
cents and realize 
11'4 cents instead 
of 12 cents. If 
the base price, in 
the designated spot 
markets, works up 
to 12 cents or bet- 
ter the 2-cent 
bonus does not 
operate at all. An- 
other tricky phase 
of the bonus is 
that if a planter 
sells long staple 
cotton, command- 
ing a premium so 
that it brings him 
12 cents or more 
per pound, he will 
still get the differ- 
ence between the 
spot market price 
for 7-inch upland 
middling and 12 
cents. Thus it may 
be possible for some planters to get well 
above 12 cents. Planters are exhorted 
to watch quotations for the longer 
staples. 

The prospect for the cotton planter 
so far as the current crop goes looks 
brighter. Merchants throughout the 
cotton growing states can apparently 
count upon some added purchasing 
power to break out of their customers’ 
purses. 

The loudest cheers come from the 
AAA which computes a return of a 
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billion dollars made up of the 12 cent 
price, say 700 million dollars; benefit 
payments running to 126 million dol- 
lars; cotton seed 175 million dollars— 
a total of 1,001 million dollars. In 
any event, the planters are to have 
money to spend and the South can feel 
some prosperity athrob; and can disre- 
gard for the time the thought of even- 
tual payment for whatever artificial 
factor exists. 


Hanging Over the Market 


In order to leave the market as wide 
open as possible for the movement of 
the new crop, assurances were forth- 
coming from the Administration’s cot- 
ton pool, managed by Oscar Johnston, 
that the pool would discontinue its 
sales to the mills, while the Commodity 
Credit Corp.’s announced policy is that 
none of the cotton in the 12-cent loan 
is to be sold until the market will ab- 
sorb the loan plus all carrying charges. 
This, in effect, means that there are 
something like 5,000,000 bales of cot- 
ton to come out some time around 14 
cents or better; better if carried long, 
for carrying charges do accumulate. 





Photos Courtesy N. Y. Cotton Exchange 


Cotton-laden Barge in the South 


In view of these governmental activi- 
ties in cotton, there is a great deal that 
is interesting in a recent report “Activi- 
ties and Operations of the Federal Farm 
Board.” The Farm Board was organ- 
ized in 1929, was succeeded by the 
Farm Credit Administration in May, 
1933, with a red ink balance of $345,- 
000,000. In other words, the Board 
lost 69 cents out of every dollar of the 
half billion which Congress appropri- 
ated for its use. The analysis is too 
long to be detailed here, but its study 


should be instructive to every recipient 
of a government check under the pres- 
ent regime. No matter how childlike 
cur faith, there has not yet been found 
a way to get something for nothing. 


Cotton Textile Outlook Better 


One is perhaps too much inclined to 
be swayed by the prevailing emphasis 
given to the producers’ problems. Af- 
ter all, the real dictator even in a mar- 
ket going under rules, regulations and 
restrictions variously prescribed, is the 
consumer. The reiterated hope that 
the current crop of cotton can be moved 
at 10 cents per pound, plus the bonus 
to the grower, rather omits considera- 
tion of the domestic mill man who has 
to try to pass on to the ultimate con- 
sumer the processing tax of 4.2 cents 
per pound. When the market quota- 
tions read 10.46 for cotton, the mill 
manager visions a cost of 14.66 cents 
per pound. The cotton mills declare 
it to be impossible for them to pass this 
tax on to the ultimate consumer, the 
consumer being one of those who can 
take it or leave it alone. 

The President of the Pepperell 
Manufactur- 
ing Co. said in the 
company’s recent 
annual report: 
“While the volume 
of the company’s 
net sales for the 
year ended June 
30, 1935, was the 
largest in its 
eighty-three years’ 


existence, $28,- 
986,092, yet the 
company operated 
at a net loss of 
$438,062. These 
operating __ results 


prove typical of 
the industry as a 
whole for the same 
period.” 

Pepperell thus 
demonstrates, first, 
that undue costs 
have been piled 
upon the mill, sec- 
ond, that there ex- 
ists a huge demand for goods, obviously 
held in restraint by price. One of the 
most astonishing things about cotton is 
the manner in which it can disappear 
when the price fits the public pocket- 
book. 

There is in the background a factor 
that may easily overshadow all of those 
whose outline has been attempted here. 
Sometime during the coming months, 
some one or more of the multitude of 
suits which have been brought against 

(Please turn to page 616) 
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Copper price advances. Will 
mand hold up? 


Copper Advances 


When the Supreme Court invali- 
dated the N R A codes and among 
them the copper code, the price of 
the metal naturally reacted. This 
weakness resulted in consumers with- 
holding purchases and taking their re- 
quirements from stock in the hope that 
prices would go still lower. Copper, 
however, was in strong hands and it 
soon became evident that there was to 
be no price demoralization. As this 
became generally realized there was 
such a rush to buy as carried quotations 
to the old N R A “Blue Eagle” level 
of 9 cents a pound. The export price 
likewise was advanced to the neighbor- 
hood’ of 8.6 cents a pound. At the 
same time, fabricators upped the price 
of brass and copper manufactures. 
There is a great deal of security inter- 
est in copper; not only are the stocks 
and bonds of primary producers widely 
held, but there is an equal public inter- 
est in smelting and manufacturing com- 
panies. The increase in demand and 
the higher price was good news to a 
large number of people. It now re- 
mains to be,seen whether demand will 
continue at the higher price level. 
There is at least a chance that current 
requirements have been satisfied in the 
big buying of recent weeks. 


* * * 


Weakness in Food Stocks 


Recently, the stocks of companies 
making packaged foods have acted 
poorly in what has generally been a 
strong market. General Foods is close to 
its low of $30 a share, while the same 
may be said of Standard Brands, Corn 
Products, Libby, McNeill & Libby and 


598 


The Trader 


others. There is nothing new, of 
course, in the factors responsible. Com- 
petition has been growing steadily 
keener; the rise in wholesale prices has 
narrowed profit margins, for it has 
been found impossible to pass this and 
other increased costs along to the con- 
sumer in the form of higher prices. 
While it is a reasonable assumption 
should prices and costs stabilize, and 
the public’s purchasing power continue 
to expand, that these companies will 
regain at least a measure of their old 
prosperity. Unfortunately, however, 
the stabilization of costs is not over- 
likely to make its appearance in the 
near future and, until it does, it would 
seem that the keenest competition in an 
effort to obtain volume will be con- 
tinued. 


New Cars to Be Lower in Price? 


The first announcement of prices for 
1936 models was made last week by 
Buick. It revealed that the coming 
cars would be $40 to $385 a car cheap- 
er than this year’s models. It would, 
of course, be hazardous to conclude 
from this one instance that all next 
year’s cars are to be cheaper. It does, 
however, serve to introduce the possi- 
bility. After all, it has been common 
knowledge that competition in the 
automobile industry was already al- 
most impossibly keen and it may well 
be that manufacturers in an effort to 
increase their sales will now begin to 
cut prices. If the volume expected for 
1936 models actually materializes, mod- 
erate price cuts should not deal any 
severe blow to earnings; indeed, they 
probably would result in even larger 
demand. However, if price reductions 
are carried to an extreme, the automo- 
bile industry is heading for a “profit- 
less prosperity” so far as the stock- 
holder is concerned. The price trend 
is something to watch carefully. 


* * * 
Outlook Brighter for Rayon 


The rapid rise in the price of silk 
amounting to nearly 50 cents a pound 
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For Profit 


in the past two years and which carried 
quotations to the neighborhood of $1.87 
a pound, has greatly improved the 
fundamental position of rayon manu- 
facturers. Rayon shipments in the past 
few months have been exceptionally 
heavy; indeed so heavy, that there is 
talk of plant expansion. This is a 
situation that has found as yet little re- 
flection in the stock market, although 
there has been some unostentatious 
buying of Celanese Corp. and other 
rayon stocks because of it. Celanese 
Corp. is the largest maker of acetate 
rayon in the country. This material is 
claimed to be more durable and is less 
inflammable and slower to scorch than 
many other rayons, made by other 


processes. 


* * * 


A ffording a 5 Per Cent Return 


Today, the search for income is car- 
ried on with unabated vigor and not 
For lack of expand- 
ing business enterprise in which to 
place it, money is glutting the market. 
There are, however, still one or two 
stocks which, if they fail to afford 
glowing promise of large scale expan- 
sion, at any rate offer a reasonable re- 
turn. First National Stores, currently 
quoted around $50 a share, is on a 
regular annual dividend basis of $2.50. 
This payment has long been well cov 
ered by earnings, although the report 
for the fiscal year ended last March 
showing $3.89 a share for the stock was 
considerably under the $4.97 a share 
in the preceding twelve months. Also, 
earnings for the quarter ended last 
June at 84 cents a share showed a drop 
from the $1.23 a share reported for the 
corresponding previous period. First 
National Stores, nevertheless, is well 
run and operates in New England 
where agitation for sales tax and chain 
store tax legislation is much less pro- 
nounced than in other parts of the 
country. Cannon Mills, whose towels 
are a by-word throughout the country, 
currently is paying regular annual divi- 
dends to its stockholders at the rate of 
$2 a share annually. The issue can 
be bought today for about $35 a share. 
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Vick Chemical, manufacturer of Vick’s 
Vaporub, is a well entrenched organi- 
zation in the proprietary drug field. 
The stock at $38 a share pays a regu- 
lar quarterly dividend of 50 cents a 
share and an extra of 10 cents a share. 
Earnings for the first six months of 
1935 were equivalent to $1.49 a share 
of common stock, compared with $1.40 
for the corresponding previous period. 
Cream of Wheat, on a regular annual 
dividend basis of $2 a share (an extra 
of 25 cents was paid towards the first 
of the year) earned 80 cents a share in 
the first half of this year, compared 
with 95 cents a share in the first half of 
1934. The company is more than 
usually strong financially and the pres- 
ent dividend, while unearned, appears 
to be in no immediate danger. 


x Ox 


Tobacco Processing Taxes 
to Be Lowered 


Under the new amendments to the 
Agricultural Adjustment Act, which 
provide in the event that tobacco prices 
shall hold at 90% or more of “parity,” 
the processing taxes shall be lowered, 
the AAA has decided to cut these 
taxes sharply on October 1. The 
frocessing tax on flue-cured tobacco 
will be reduced from the present rate 
of 4.9 cents a pound to 1.9 cents, that 
on burley from 6.1 cents a pound to 
3.5 cents, and that on fire-cured from 
2.9 cents to 2.1 cents. This is, of 
course, very constructive news from the 
point of view of the big tobacco com- 
panies. It is difficult to estimate the 
savings in dollars and cents, but on a 
vearly basis and all other factors re- 
maining the same, it ought to mean 
something in the neighborhood of $1 
a share to Liggett & Myers, somewhat 
less to American Tobacco, about 50 
cents to Phillip Morris, a little more to 
Lorillard, and somewhat less to Rey- 
nolds, 


* * 
For Neither Income Nor Profit 


The continued ease in money rates 
has driven high grade bonds, particu- 
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The Investor 


larly public bonds, to the point where 
the income they afford is almost negligi- 
ble. At the same time, prices are cur- 
rently so high that one can hardly 
imagine them going very much higher 
from this point. As a concrete illus- 
tration of the problem facing an inves- 
tor who seeks a reasonably profitable 
Gepository for his funds may be cited 
the fact that only the other day a bank- 
ing group bid more than 111 for a 
Rhode Island issue of 3s, whose average 
inaturity was 18/4 years. 


* * 


Our Consistent Legislators 


In the closing days of the last session 
of Congress, a group of Senators 
evolved the bright idea of passing a 
neutrality law—among them Senator 
Nye of North Dakota. This was done 
and the Neutrality Law is now on the 
books. Apart from the fact that the 
United States is more likely to be in- 
volved in a war because of it than 
without it, there is a sequel. Senator 
Nye, having been elected chairman of 
the bondholders’ committee for the Re- 
public of Cuba bonds, has been visiting 
that island. After what we suspect was 
ro more than a superficial study of the 
economic and financial situation in 
Cuba, the Senator writes holders of the 
Public Works 5's, as follows: “After 
a fair investigation of the facts, we can 
find no valid moral or economic reason 
why the government of Cuba should 
not pay the defaulted interest it right- 
fully owes American holders of its pub- 
lic works bonds without further delay.” 
This was preceded by a suggestion that 
the State Department make strong rep- 
resentations to Cuba. This is strong 
language that the Senator uses and we 
wonder whether he thinks mere words 
are going to do any good and, if not, 
whether he would advocate sending the 
Marines to collect forcibly. He did 
actually state to the New York Herald 
Tribune correspondent that if Cuba 
“does not quickly recognize this import- 
ant obligation . . . the United States 
will surely take charge of collections.” 
No, American holders of defaulted 
foreign bonds might just as well make 










No reason why Cuba can’t pay, 
says Senator Nye- 


up their minds now as later on two 
points, (1) The majority of foreign 
countries would pay if they could with- 
out excessive hardship and (2) All the 
talk and name calling in the world will 
not make a default good. Holders of 
foreign bonds instead of setting up com- 
mittees and talking about their woes 
might better concentrate their energies 
on the source of the trouble. Cut the 
sugar tariff still further and increase 
Cuba’s quota of shipments to this coun- 
try and automatically her bonds would 
become good; abolish the tariff on cop- 
per and nitrate and Chile’s bonds would 
jump fifty points over-night; the same 
thing would happen in the case of 
Peru’s bonds were we to permit the 
free entry of copper, crude oil and 
wool. In other words, if our foreign 
debtors can obtain a greater supply of 
dollars they will pass some of it along 
to private American citizens; otherwise 
the defaults will stand. 


* * * 


Stock Dividend Coming 


Stockholders of Columbia Pictures 
have ratified the management’s pro- 
posal to increase authorized common 
stock from 177,933 shares to 1,000,000 
shares. Such action is a mere formal- 
ity since very few stockholders possess 
the right to vote, control being lodged 
in voting trustees identified with the 
management. There is no cause, how- 
ever, for complaint. In the year ended 
June 30, the company earned $9.91 per 
share on its common and out of the 
increased issue authorized it will in 
the near future distribute a stock divi- 
dend of 50%. On the outstanding 
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Mail Order Prospects Bright 


Increasing Purchasing Power, Larger Farm 


Income Indicate Excellent Fourth Quarter 


By Puiturp Dosss 





MONTGOMERY WARD 








LTHOUGH not — 
perhaps as true 
as it once was, 
nevertheless even today | 
there are countless 
American families to 


~ 





Balance Sheets Compared 
(As of the End of January, 1935) 
ASSETS 


Sears, Roebuck Montgomery Ward 


ween appraisal of the mail 
| orders depends almost 
entirely upon the pros: 
pects of a change in 
these conditions. Prob: 
ably the most important 


catalog is the book of 
the week, the month, 
and the year. They 
count upon it to while 
away long winter even- 


whom the mail order | 
| 
| 






ings; its rustling pages 
afford concrete illustra- 
tion of many a dream. | 
A mail order catalog, 

of course, has its more | 
practical uses too; place 

a few mystic numbers 1 
on a paper with your | 
name and address, en- 
close the required | 
amount of money, and 
anything from a tooth- | 
pick or a coffin to a 
complete house will be | 














Land, Buildings, Plant....... ‘ic $63,752,521 $41,614,426 single factor was the 
omes and mortgages receivable. . 10,312,489 018 lai seul 
soapsiagnstin Britannica.......... ‘ 1,523,740 de oe | reversal of - general 
rere k Daren as ting o's sek 6's s.4 77 a Pee en ice om 
Investments and Advances.......... 12,838,198 395,451 pre trend. When 
Inventories PS Ral aa CN 66,354,256 53,184,318 prices were going 
SSS SS ae ere ae 39 1 ' as 2 
Purchase money mortgages. . os 12,000,000 Sipe down, the lag between 
tock a/c Rosenwald Estate. ae aci Z > 
hee, cs 7,790,934 23,999,615 placing an order at 
Marketable Dea AR ech he ng 8,592,565 1,938,485 wholesale and the re 
BECRTOR GUAIHOS. . 0. wo cece sce eecses * 65,50 aii: : 
Equity in properties...............-... 9,715,791 ee: tailing of the goods so 
9a19,000,081 9105,116,868 ordered, forced a cur 
tailment of profit mar: 
LIABILITIES gins because the goods 
Capital Stock less Treasury Stock....... $119,867,875* $122,127,512+ had to be sold on the 
Notes, accounts payable and accruals.... 31,889,099 1 L ad f eS d d 
OGRE RBIS 08 ois ss c's 32ahs.6.5's.os 4,558,030 a as DaSIS OF revised, an 
Reserve for self-insurance........ ee oo Ogkewaaies 828,630 > : 7 ) 
DERE scsi ,905,000 revised downward, 
SS GRID 60,775,977 16,374,449 wholesale prices. At 
$217,090,981 $155,116,842 the same time, there 





*Represented by 4,794,715 shares of common stock of no par value. 
tRepresented by 201,554 shares of $7 cumulative preferred stock and 
4,517,240 shares of common stock, both of no par value. 


was no inducement for 
the public to buy free: 
ly, for the reason that 
| the longer they held 








—— their money the more 





on your doorstep al- 
most by return mail 
Or, in the hands of a determined shop- 
per the book can be made a formidable 
weapon. By carefully checking it 
against the prices posted by local mer- 
chants, it can be made a bargaining 
force, in many cases irresistible. 


Two Leaders 


The mail order catalogs most fre- 
quently found in the American home 
are those issued by Sears, Roebuck & 
Co. and Montgomery Ward & Co., 
and the business they do is almost un- 
believable. In addition to this, and de- 
spite the fact that both companies are 
known primarily as mail order houses, 
they do about an equal amount of busi- 
ness through regular stores. In all, 
gross sales are running in the neigh- 
borhood of $600,000,000 a year, with 
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Sears, Roebuck doing about 55% of 
the business and Montgomery Ward 
about 45%. 

Because of over-optimistic expansion 
in stores, house-building and other 
lines, and because of an inability to 
control expenses and maintain a satis- 
factory margin of profit on a falling 
commodity market, both companies 
suffered severely during the depression. 
Large deficits were reported, but even 
these, in some cases, did not fully re- 
flect the situation, for write-offs were 
made and reserves set up by the utili- 
zation of earned surpluses. In 1933, 
however, the tide began to turn fast 
and has been running in the right di- 
rection ever since. 

While the reasons for the improve- 
ment are, for the most part, obvious, 
it will be well to review them, for an 
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it became worth in 
terms of goods. As the price trend 
changed, it became possible to restore 
profit margins more nearly to normal, 
while the public, in some degree fear’ 
ing still higher prices, experienced a 
change of heart. 


No Inventory Profit 
At this point, some will say that this 


is nothing more than the old “inven: 
tory profit” theory working out in 





practise. It is no such thing: if one 
believes at all in “what goes up must | 
come down” a true inventory profit or 
loss is clearly impossible. This is recog 7 
nized by the large number of compa’ 

nies, among them Montgomery Ward | 
itself, which have recently set up out F 


of earnings substantial reserves for 3 


possible decline in inventory prices. @ 
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No, what has been said of Sears, Roe- 
buck and Montgomery Ward is merely 
that an abnormal situation, largely psy- 
chological, brought about by declining 
prices, disappeared with the reversal 
of the price trend. Well-established, 
capable merchants will always make 
the most real progress when prices are 
stable. 
Yet, it was not enough that the cus- 
tomers of Sears, Roebuck and Mont- 
omery Ward had become possessed 
of the will to buy, they had to be pro- 
vided with the wherewithal to do it. 
The money came from various sources; 
general business improvement provided 
some of it, higher prices received by the 
farmer as a result of the drought and 
the Government’s numberless assist- 
ance schemes provided some more, while 
expenditures for direct relief also con- 
tributed. 


Store Policies Revised 


In the meantime, the two companies 
were busy putting the finishing touches 
to the internal adjustments made neces- 
sary by past excesses. Sears, Roebuck 
which had first commenced to open 
stores in 1925 and expanded fast be- 
tween 1927 and 1929 found it neces- 
sary to do considerable 





Profit and Loss Surplus declined from 
a maximum of nearly $80,000,000 at 
the end of 1929 to less than $50,000,- 
000 at the beginning of 1933 and had 
recovered to nearly $61,000,000 at the 
beginning of 1934—a figure about the 
same as that reported as of January 29, 
1935, for large additional write-offs 
were made again last year. In the case 
of Montgomery Ward, Profit and Loss 
Surplus fell from nearly $47,000,000 
at the end of 1929 to $8,500,000 at the 
beginning of 1933 and had recovered 
to $16,400,000 by the end of January, 
1935. 

Or, looking at it another way: Sears, 
Roebuck’s earnings fell from the equi- 
valent of $6.62 a share of common in 
1929 to a loss in 1932, while for the 
latest fiscal year ended January 29, 
1935, they recovered to the equivalent 
of $3.13 a share on 4,794,715 shares 
of common stock of no-par value. 
Montgomery Ward, after reporting 
earnings the equivalent of $2.60 a share 
for 1929, showed deficits for 1930, 
1931 and 1932, but for the year ended 
January, last, the equivalent of $1.72 
a share of common stock was earned. 

This year, further progress has been 
made. For the twenty-four weeks to 
July 16, Sears reported a net of 








Stockholders of both companies 
stand to benefit more from a continu- 
ance of the improvement than from 
what has been accomplished already. 
In the case of Sears, common stock- 
holders have participated in the recov- 
ery to the extent only of one dividend 
of 75 cents which was paid last May. 
So far, Montgomery Ward's common 
stockholders have not received any- 
thing, although the liquidation of all 
arrears on the “A” stock greatly im- 
proves their prospects of receiving some 
distribution in the near future. 


Financial Position Strong 


Financially, the smaller of the two 
companies, Montgomery Ward, is in re- 
latively the better position. At the end 
of last January, total current assets fell 
just short of $100,000,000 of which 
more than $25,000,000 was in the form 
of cash or United States Government 
securities, while current liabilities aggre- 
gated $13,900,000. A similar compari- 
son in the case of Sears, Roebuck shows 
total current assets of $102,000,000, of 
which some $11,000,000 was in the 
form of cash and marketable securities, 
whéreas current liabilities, including 
notes payable of nearly $19,000,000, 
amounted to almost 
$32,000,000. 





revamping. The recent 
tendency has been to 
close small stores and 
open large ones. The 
Model Homes Depart- 
ment which was organ- 
ized many years ago to 
sell complete homes on 
long-term was _ abol- 
ished because of large 
scale mortgage default 
The company, however, 
plans to try again 
with pre-fabricated 
houses. Similarly, 
Montgomery Ward, 
which opened more 
than 550 stores between 
1926 and 1930, dis- 
covered that many of 
the outlets had been 
poorly located and that 
its organization was in- 
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The capitalization of 
both companies is sim- 
ple. The sole capital- 
ization of Sears con- 
sists of 4,794,715 
shares of common stock 
of no par value; there 
is neither funded debt 
nor preferred stock. 
Ahead of Montgomery 
Ward’s 4,565,004 
shares of no-par com- 
mon there is only 205,- 
000 shares of $7 Class 
“A” stock — including 
in both instances shares 
in the treasury—and a 
purchase money mort- 
gage of less than $2,- 
000,000. 

To the blunt ques- 
tion as to whether the 
stocks of the two big 








capable of keeping up 
eficiently with such 
expansion. It closed some stores, re- 
located others, thoroughly “shook-up” 
its personnel and merchandising system, 
and also abandoned housing activities. 

As a result of these internal adjust- 
ments, both Sears, Roebuck and Mont- 
gomery Ward were placed in a posi- 
tion to benefit from the favorable 
change in external factors. Their ac- 
counts provide a concrete illustration 
of the down-swing as well as the up- 
swing. In the case of Sears, Roebuck, 
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$9,071,071, after all charges with the 
exception of Federal taxes, which com- 
pared with a net of $6,808,189 for the 
corresponding previous period. Sales 
for the thirty-two weeks ended Sep- 
tember 10 were 25% ahead of last 
year. Montgomery Ward reported for 
the six months to July 31, 1935, a net 
profit, after all charges and taxes, 
equivalent to 80 cents a share of com- 
mon. In the corresponding previous 
period 77 cents a share was earned. 


mail order houses are 
cheap at current quotations, a some- 
what evasive answer must be given. 
Neither of them is cheap—Sears at $57 
and Ward at $33 a share—on the 
basis of any earnings that are likely to 
be reported for this year. Looking at 
the more distant future, however, a 
different answer might well be given. 
At the present time, THE MAGAZINE 
OF WALL STREET'S index of business 
activity is 17% ahead of this time last 

(Please turn to page 615) 
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SELECTED BY THE MAGAZINE OF WALL STREET STAFF 


Allegheny Steel Co. 


Allegheny Steel is small as steel 
companies go in this country, but small 
size in this instance is accompanied by 
modest capitalization of a $26,000,000 
property, by a strong financial position 
and by a record of notable operating 
efficiency. 

A hint of what this company can do 
under favorable conditions is sugges- 








Earned Per Share 
6 Months Ended 


Recent Price 
$28 


Div. 
$0.89 $1 








ted by 1929 earnings of $5.05 per 
share of common stock. It then had, 
of course, boom time business. On the 
other hand it was then a boom time 
consolidation, not yet at its best efh- 
ciency. On the other hand also, de- 
mand today has shifted importantly 
to the lighter steels, including alloys, 
in which Allegheny specializes. 

For the first half of this year the 
company earned 63 cents per share 
on its common stock, against 89 cents 
a share in the corresponding period of 
1934. The comparison can easily mis- 
lead one, however, for steel business 
was relatively poor during the second 
half of last year, that period adding 
only 11 cents per share to Allegheny 
profits and bringing the total for the 
year to $1 a share. On the contrary, 
there is clear evidence this year that 
second half year earnings will exceed 
those of the first half and bring the 
year’s total not only comfortably above 
the current dividend of $1 a year but 
to the best figure since 1930, when 
2.25 was earned on the common. 

Allegheny’s operating rate has aver- 
aged higher during the third quarter 
than in any preceding period of the 
year and is customarily well above the 
rate for the industry, which, it need 
hardly be said, is held down by con- 
tinued depression in heavy steels. 
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Six Stocks With Promising Prospects 


Improving Earnings Position Should Find 
Reflection in Higher Market Appraisal 


Steel demand from the automobile in- 
dustry looms large in Allegheny’s cur- 
rent business. For this reason it ap- 
pears probable that the fourth quarter 
results will continue favorable, since 
the advance of two months in the time 
of introducing new motor models will 
mean active production at least through 
October and November if not, as the 
motor industry believes, through the 
entire fourth quarter. On present pro- 
jected schedules, motor output for the 
fourth quarter will be from 50 to 75% 
above the comparable period of last 
year. 

Although it manufactures tubing, 
pipes and other heavy steels and thus 
has a stake in ultimate recovery in 
construction and other heavy indus- 
tries, Allegheny is chiefly concerned 
with high quality alloy steels. It widely 
advertises chromium nickel “Allegheny 
Metal” and “Ascoloy Metal” products. 
The longer term outlook for increasing 
household and industrial uses of non- 
corrosive steels is promising. 

Capitalization consists of only 33,174 
shares of $7 preferred stock and 610, 
695 shares of common. There is neither 
funded debt nor bank loans. Working 
capital position is sound. At present 
quotations around 28, the $1 dividend 
yields a return of 3.5%. As a specula- 
tion in the future of steel, we regard 
the issue as possessing distinct merit. 


Loew’s, Inc. 


Around recent quotations of 42, the 
common stock of Loew’s, Inc., is priced 
at probably not much more than ten 
times the earnings per share that it 
will show for this year, pays a divi- 
dend of $2 and yields a return of 4.7%. 

In the case of a corporation whose 
prosperity is fortuitous or temporary 
a low price-earnings ratio is justified. 
But in the case of Loew’s success there 
appears to be nothing either temporary 
or fortuitous. Its average earnings for 
the five years 1931-1935, including 
three years of acute economic depres- 
sion, have been in excess of $4.50 per 


share or more than ten times the cur. 
rent price. It has the unique record 
in the film industry of having both 
earned profits and paid dividends 
throughout the depression. 
Apparently the tradition that any- 
thing connected with the amusement 
business is speculative dies hard. As 








Earned Per Share 
40 Weeks Ended 


une 6 
1934 Div. 
$3.45 $2 


Recent Price 
$42 





the record proves, this particular movie 
stock—when the going became tough 
—turned out to be considerably less 
speculative than a great many stocks 
assumed to be “sound investments” in 
1929. Even with allowance for the 
theory that there nevertheless must be 
something speculative in a field which 
is partly a business and partly an art, 
we believe this issue merits a higher 
rating than has yet been given it. 

To be sure, a yield of 4.7% is not 
an exceptionally generous one, but it 
is reasonable in this time of abnormally 
low money rates and, moreover, neither 
the current yield nor the current price 
discounts future potentialities indicated 
both by the company’s past record and 
the current improving trend of the 
industry. Loew’s earned $9.65 per 
share in 1930, record year. Its costs 
under the pressure of depression were 
substantially reduced. The quality and 
popular appeal of the films turned out 
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by its producing subsidiary—Metro- 
Goldwyn-Mayer—have been substan } 
tially improved. The present seasonal 
trend is in its favor, autumn producing 
a marked upturn in theater attendance. 
In addition to the seasonal factor, 4 
basic recovery in patronage is definitely 
in progress, reflecting enlarged public 
spending ability and willingness to | 
spend on amusements. 
The company now owns outright or 
controls some 220 theaters, the greatest 7 
concentration being in the New York © 
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Metropolitan District. It operates 
others in a number of important Amer- 
ican cities, including Cleveland, New 
Orleans, Philadelphia, Washington and 
Pittsburgh. The company also has 
theaters in Montreal and Toronto in 
Canada, and in London, England. The 
chain has been built up comparatively 
slowly, the majority of the acquisitions 
being made several years ago before 
other companies in the same field got 
the same idea and ran it into the 
ground, Loew’s, however, is still ac- 
quiring properties, the most recent ac- 
quisition being a 50% interest in a 
chain of eighteen theaters operating in 
New England states. 

As a result of skilled management 
and conservative policies in the acqui- 
sition of theaters during the boom years, 
Loew's was one of the few film com- 
panies to come through the depression 
without running into financial difh- 
culties. Its financial position today is 
notably strong. Capitalization is sound, 
the 1,464,205 shares of common stock 
being preceded by 138,349 shares of 
preferred and $28,760,208 of funded 
debt. 

On both its seasonal and long term 
promise, purchase of the common 
around present quotations is recom- 
mended. 


Great Northern Railway 


The Great Northern Railway is a 
system comprising more than 8,000 
miles of track, extending from Duluth 
and Minneapolis-St. Paul to the Pacific 
Coast. The main route is met by a 
number of important feeders coming 
from both the North and the South, 
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those from the North extending into 
Manitoba and British Columbia. Be- 
tween them, the Great Northern and 
Northern Pacific own nearly all the 
common stock of the Chicago, Burling- 
ton & Quincy Railroad which gives 
them access to Chicago, St. Louis and 
other important Mid-West points. 

_ The nature of Great Northern’s traf- 
he is such that the road was more than 
usually hard hit by the depression. 
The slump in steel production caused 
a corresponding slump in ore ship- 
ments; the dearth of construction cur- 
tailed lumber shipments; drought de- 
creased the volume of farm products 
going to market, while low prices for 
what the farmer was selling lessened 
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the volume of freight in manufactured 
goods. Last year, products of mines 
accounted for 54% of Great North- 
ern’s freight volume, farm products 
including livestock 22%, manufactures 
and miscellaneous 15%, and forest 
products 9%. 

Currently, Great Northern's traffic 
outlook is more than usually good for 
every division with the exception of 
livestock. The drought and the Fed- 
eral Government’s action in slaughter- 
ing stricken cattle are the cause of the 
poor outlook for livestock shipments. 
This is not, however, a serious situa- 
tion for Great Northern, for the reve- 
nues affected are comparatively unim- 
portant. 

Great Northern lost money in the 
years 1932, 1933 and 1934, but this 
year black figures should be reported. 
It is not easy to estimate earnings so 
far in advance, but they should be 
equivalent to at least $2 a share on 
the preferred stock. (In this case the 
preferred virtually is equivalent to 
common, for none of the latter has 
ever been issued.) In 1928 and 1929, 
the road’s net income ran more than 
$25,000,000, or the equivalent of more 
than $10 a share of preferred. This is 
not to say, of course, that any such 
showing can be expected within the 
near future; it does, however, indicate 
that the property has large earning 
power under normal conditions and 
there are reasonable grounds for ex- 
pecting that a considerable part of this 
may be regained with a further im- 
provement in the conditions of the 
territory served. 

Capitalization at the end of last 
year consisted of $355,000,000 in 
funded debt (excluding a small amount 
of guaranteed bonds) and the balance 
of $248,664,550 in $6 non-cumulative 
preferred stock of $100 par. As has 
been said there is no common. The 
funded debt is slightly less than 59% of 
the total. Great Northern hurdled a big 
obstacle when it succeeded in arrang- 
ing an extension until 1943 of the 
$41,000,000 in St. Paul, Minneapolis 
& Manitoba first mortgage bonds which 
fell due in 1933. It faces another 
hurdle in the $106,000,000 of General 
Mortgage 7s, which mature next year. 
This, however, in view of the improved 
outlook, should be comparatively easily 
surmounted and the company is un- 
derstood to be working now on the 
matter. The General Mortgage 5!/s 
are quoted currently above par which 
indicates that a 544% coupon issue 
might be marketed or possibly a 5% 
coupon. If the 7s were replaced by 
54s, it would effect a saving in in- 
terest charges of nearly $1,600,000 
annually, or more than 60 cents a 
share on the outstanding preferred. 





Thus, aside from the trafic outlook, 
there is the probability of the stock 
being benefited by internal adjustment. 
Although quoted at $25 a share, which 
is fairly close to the high for the year, 
the issue is one expected to make fur- 
ther progress within the near future. 


Mohawk Carpet Mills, 
Inc. 


Operating a number of mills at 
Amsterdam, New York, Mohawk Car- 
pet Mills, Inc., is among the leaders of 
its industry. The company’s line in- 
cludes various types of carpets, among 
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them Wiltons, Axminsters and domes- 
tic Orientals. In addition, it operates 
a machine shop and foundry that make 
and repair looms and equipment. Out- 
put is sold through wholesalers, large 
department stores, mail order houses, 
etc. 

Prior to the depression, the company 
enjoyed substantial earning power. 
Back in 1923 it earned nearly $4,500,- 
000, or $7.45 on each share of out- 
standing common stock. In the fol- 
lowing year, however, earnings dropped 
sharply, although between 1924 and 
1929, inclusive, they averaged well over 
$3 a share. Little was earned in 1931 
and 1933, while losses were shown for 
1930, 1932 and 1934. The trouble in 
the second half of 1934 was an inabil- 
ity to raise selling prices to compensate 
for the increased cost of labor and ma- 
terials. This year, however, competi- 
tion has been less markedly of the 
cut-throat variety, selling prices have 
been raised moderately and there has 
been an increase in volume. As a re- 
sult, earnings for the first six months 
were equivalent to 60 cents a share of 
common, compared with earnings 
equivalent to 43 cents in the first six 
months of 1934. 

The capitalization of Mohawk Car- 
pet Mills, Inc., is simple. It consists 
solely of $11,000,000 in common stock 
of $20 par value, of which 546,300 
shares are outstanding with the public. 
There is neither funded debt nor pre- 
ferred stock. Financial position is not 
over strong. At the end of last June, 
current assets amounted to $9,761,373, 
of which only some $520,000 was in 
the form of cash. Current liabilities 
totalled almost $1,600,000, of which 
$1,000,000 were bank loans. 

Despite the bank loans, however, 
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Mohawk’s directors felt justified in de- 
claring a 25-cent dividend last June. 
Nothing had been paid to common 
stockholders since March, 1930. With 
residential construction on the uptrend 
and with the certainty that a large 
pent-up demand exists for carpets and 
rugs, which gradually should become 
effective with the increase in public 
purchasing power, Mohawk Carpet 
Mills, Inc., should make further pro- 
gress in the near future. This, of 
course, will be reflected in the price for 
the stock, currently quoted around $19 
a share. 


Stewart-Warner Corp. 


The trouble with Stewart-Warner 
Corp. on entering the depression was 
too many scattered irons in the fire. 
Deficits in the neighborhood of $2,000,- 
000 annually were reported for the 
years 1931, 1932, and 1933. A new 
management, however, took charge in 
the middle of 1933 and proceeded to 
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thoroughly revamp the whole enter- 
prise. Lines which had proved un- 
profitable such as automobile bumpers 
and brakes were abandoned, while 
others were consolidated with an im- 
portant saving in costs. 

Today, the Stewart-Warner Corp.'s 
narrowed line of supplies to the auto- 
mobile industry includes speedometers, 
instrument panels and “Alemite” 
equipment and lubricants. The “Ale- 
mite” is perhaps the most important 
division of all from the standpoint of 
earnings. In addition, Stewart-Warner 
achieves a measure of independence of 
the automobile industry through the 
manufacture of radios and electrical 
refrigerators. 

The company operates two plants in 
the Chicago district, one at Bridgeport, 
Conn., and another at Belleville, Ont. 
A subsidiary, the Bassick Co., manu- 
facturing a miscellaneous line of furni- 
ture and automobile hardware, has an 
idle plant in Newark, N. J. 

As a result of the great activity in 
the manufacture of automobiles this 
year, together with the improvement 
in general business, Stewart-Warner’s 
earnings have risen sharply. In the 
annual report for last year, the com- 
pany stated: “It is gratifying to report 
that not only did the corporation as a 
whole make a profit for the year, but 
that The Bassick Co., of Bridgeport, 
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the Stewart-Warner-Alemite Corp. of 
Canada, Ltd., and The Stewart Die 
Casting Corp. all operated on a prof- 
itable basis.” The report went on to 
state that the year’s sales of the auto- 
mobile division were up more than 
70%, those to Alemite Distributors up 
39%, and that the use of Alemite Sys- 
tems on the part of manufacturers of 
farm equipment had increased sales to 
this type of customer 127%. 

Despite the fact that large losses 
were suffered by the Radio and Elec- 
trical Refrigerator divisions last year, 
the company feels justified in maintain- 
ing them because competition in the 
automobile accessory field is growing 
keener and it wishes to become less de- 
pendent upon a single industry. 

For the first six months of this year, 
earnings were equivalent to 82 cents 
a share on 1,246,847 shares of com- 
mon stock. For the same period last 
year, only 43 cents a share was re- 
ported. Capitalization is simple, for 
it consists solely of the common stock 
mentioned above, which is of $5 par 
value. The recent improvement in 
earning power has bettered the com- 
pany’s financial position. At the 
end of last year, current assets totalled 
$6,043,179, of which $1,024,084 was 
in the form of cash, while current 
liabilities amounted to $1,155,324. This 
position has, of course, been bettered 
by the progress made this year. 

In view of the bright outlook for the 
automobile industry and the fact that 
public purchasing power continues to 
mount, Stewart-Warner should forge 
still further into “black” figures. Stock- 
holders have received no concrete bene- 
fits from the gains that have been made 
so far, but some distribution within 
the near future seems likely in view of 
rising earnings and the existing com- 
fortable cash position. The stock, of 
course, has more than doubled in price 
from the year’s low of 6% and to this 
extent the progress made has been at 
least partly discounted; it seems, how- 
ever, that further gains might well be 
registered. 


Belding Heminway Co. 


Following a sweeping change in 
management early in 1932, later fol- 
lowed by a general revision in the com- 
pany’s manufacturing and merchandis- 
ing policies, there has been a marked 
improvement in the affairs of Belding 
Heminway. The company has sev- 
ered its dependence upon the vagaries 
of the silk manufacturing industry and 
operations, which resulted in a series of 
five consecutive deficits beginning in 
1928, have not only been restored to a 
profitable basis but have exhibited a 
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greater measure of stability. At the 
present time the company is a leading 
manufacturer and distributor of silk 
thread and this phase of its busines 
accounts for around 50% of its total 
gross. The balance is contributed 
by the sale of hosiery and silk fabrics 
Whereas the company formerly many. 
factured its own hosiery and materials 
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these products are now purchased from 
other manufacturers and the company’s 
function is virtually that of a selling 
agent. This change in policy has per. 
mitted the practical concentration of 
manufacturing activities in a single 
plant, resulting in important operating 
economies. Further the company is 
no longer at the mercy of changing 
styles and the risk of inventory losses 
has been materially lessened. 

These changes accompanied by in 
creased sales produced a profit in 1933 
equivalent to $1.06 a share for the 465, 
(32 shares of common stock. Despite 
the unfavorable implications of labor 
difficulties in both the textile and dye- 


ing industries in 1934, the company § 


was able to maintain earnings prac 
tically on a par with the preceding year 


and earnings available for the common f 


were equivalent to $1.07 a share 


Stockholders were given tangible evi ) 


dence of the improvement in the form 
of a 50-cent dividend about a year ago 
—the first since 1928. A similar divi 
dend was paid last April and again 
recently. In the circumstance the 
shares may be regarded as being ona 
$1 annual dividend basis. 

Ability to lend reasonable support 
to this rate is suggested by the current 
trend of profits. In the first six month, 
net was equal to 60 cents a share for 
the common, comparing with 57 cents 
a share in the same period of 1934. 
Profits for the full year should ap: 
proach $1.25 a share. The company 
is understood to be well provided with 
low cost inventories and is not likely 
to be immediately affected by the re 
cent sharp rise in silk prices, although 


the later development may tend to re} 


strict sales somewhat in favor of sul 
stitute and other lower cost materials. 
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The company’s finances are ade) 


quate and with the common stock} 
now comprising the entire capitaliza " 
tion, the shares are worthy of favorable | 


consideration. Prevailing quotations ap’ 
pear lower than would seem warranted 


by the indicated trend of earnings and) 
the comfortable margin for dividends 7 
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Taking the Pulse of Business 


— Retail Sales Improve 


ica’s leading industries 
have reported more or 
Bless improvement in output 
} during the past fortnight; 
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| results in a strike or an amicable agreement. 
| that prolonged threats of labor trouble and fears of an 


F tractions in check payments 


and in automobile assemblies 
have caused an abrupt drop in the Business Activity Index 
f to around 77% of the 1923-5 average. This is about the 


F poorest showing in two months; but 11% better than last 
§ year at this time when the country’s volume of business 


was in the midst of a reaction from the temporary excesses 
of the second boomlet since the bank holiday. 

During the week ended September 14 so many auto- 
mobile plants closed down in preparation for early intro- 


' duction of new models that the week’s assemblies amounted 


to less than 14,000 units compared with the year’s peak 


| production of 111,000 during the closing week of April. 
| Last year the shut-downs lasted for five weeks ending 


November 30. This year it is believed that a somewhat 


» shorter period will be required for re-tooling, since changes 
’ in models will not be so extensive; so that output should 
» begin to pick up again by the middle of next month at the 
latest. Resumption of operations at the automobile plants 
' will, of course, be of great assistance to general business 
| activity; but the benefits of this are likely to be masked 
' partly and for a short period by a sharp drop in soft coal 
> output, and consequently in car loadings, regardless of 


whether the present critical labor situation at the mines 
The fact is 


— Motor Output Off 
— Capital Good Industries Strong 
— Copper Sales Slacken 


— Petroleum Improves 


advance in price have caused 
the accumulation of exces- 
sive stocks of coal in the 
hands of dealers and large 
consumers. 

Sales of consumers’ goods 
continue to show some im- 
provement over last year due 
largely to gradual expansion in the national income. The 
Bureau of Agricultural Economics estimates that farm in 
come for the calendar year, in spite of a probable decrease 
during the closing months, will amount to about 6.7 billion 
dollars, the highest since 1930; but only 313 millions ahead 
of 1934. New York State reports that factory employ- 
ment in August was 4% better than a year ago, with pay- 
rolls up 9%. The cost of living has risen 4.3% in the 
meantime, with food and rents up about 9.3%. Retail 
sales in August were roughly in keeping with the gain in 
national income—department stores reporting an improve- 
ment over last year of 4% in dollar totals, variety stores 
1.1%, chain stores 9.3%, and rural stores 17.5%, compared 
with increases of 28% in July and 37% in June. This pro- 
gressive drop in percentage improvement in rural sales over 
the previous year is, of course, an obvious consequence of 
the declining trend in farm incomes. Life insurance sales 
were 7% lower than for the previous August; but gained 
3.2% during the first eight months. 

Capital goods remain the brightest spot on the business 
horizon, with August construction contracts showing a 
40% gain over last year, and residential awards up more 
than 100%. The machine tool trade estimates that its 
1935 volume of orders will approximate $150,000,000, 
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which would be about $20,000,000 greater than in 1929, 
the best previous year on record. The Federal Reserve 
Bank of New York reports that 388 large industrial corpo- 
rations earned 438 million dollars during the first half of 
this year, compared with 381 millions during the corre- 
sponding period last year and only 77 millions for the first 
six months of 1933 when the depression was at its worst. 
Earnings of 196 millions for the second quarter this year, 
compare with 242 millions for the first quarter. 

Under leadership of steel, metal and ammunition shares, 
the Common Stock Index has advanced to a new high for 
the year; but Government bonds continue to sag. 


The Trend of Major Industries 


STEEL—Expanding orders from the automobile indus- 
try and continuation of the comparatively high rate of 
bookings from miscellaneous sources have been responsible 
for a rebound in the steel ingot rate since our last issue to 
52% of theoretical capacity, in the face of a rather sharp 
seasonal decline in demand from the can makers. This is 
the highest rate since mid-February and more than double 
last year’s output at the corresponding season. A recent 
authoritative compilation discloses that 158 iron and steel 
companies, though operating at an average of only 46.7% 
of capacity during the first half of the present year as 
compared with 47.1% during the corresponding period of 
1934, earned $2.20 per gross ton and 1.04% on invested 
capital against $1.70 and 0.91% during the first half 
of 1934, despite a 9% increase in payrolls. Of course the 
smaller concerns made the best relative showing; but part 
of this advantage is likely to be lost if prices for scrap 
steel, upon which the so-called “independents” lean heavily, 
should continue to advance substantially. 


METALS—Lifting of the domestic price to 9 cents has 
caused a sudden slackening in demand for copper from 
large consumers who had previously stocked up heavily in 
anticipation of the advance. War preparations, however, 
have been responsible for continued heavy sales for export 
at prices up to 8.6 cents c. i. f. European ports. Offerings 
of silver from abroad at the 653%-cent level have dwindled 
conspicuously since our last issue; so that foreign balances 


Louisiana, known as the “Rodessa Field.” Retail prices 
tor gasoline in the Chicago area have just been reduced for 
the first time since February. Recent constructive de. 
velopments suggest, however, that any lapse into former 
demoralized conditions is extremely unlikely. A Federal 
judge has recently upheld the Connally Oil Act which 
prohibits interstate shipments of “hot oil.” Governor 
Merriam of California has announced a conviction that the 
legislature next January will ratify the oil states compact 
plan. Moreover, 85% of the Rodessa Field is within 
Texas where proration is being enforced effectively. Mean. 
while, one of the two wells in the Louisiana sector of the 
field has been reported as already showing water. 


TIRES—Price-cutting during the past summer has been 
the worst for any summer in the history of the tire indus. 
try, and the recent withdrawal of Firestone from the Rub- 
ber Manufacturers’ Association renders it improbable that 
attempts at stabilization will meet with any success for 
some months to come. 


GLASSW ARE—Some of the leading manufacturers in 
the hollow glassware field are expected to report the best 
profits in years. Japanese competition in certain lines and 
prospective loss of bottle sales through the rising popularity 
of tin containers for beer is being more than offset by 
expanding demand for other items, such as bottles for milk 
and spiritous liquors, illuminating glass for lighting fixtures, 
and other glass containers. 


CHEMICALS—Prospects for the industrial chemical 
trade are brightened by expanding activity in such indus 
tries as steel, textiles, leather, glass, paint and rayon; while 
anti-freeze alcohol will soon enter the season of maximum 
demand. 


Conclusion 


While the majority of leading industries continue to re: 
port somewhat greater than seasonal expansion, the closing 
down of automobile plants for re-tooling and prospects of 
sharp curtailment in coal output in the near future render it 
unlikely that any important upturn in general business activ 

ity will be witnessed 
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of Wall Street’s Indicators 





Common Stock Price Index 











1934 Indexes _ 1935 Indexes 
A. Wig ber — Oa 
High Low Close of Issues (1925 Close—100) High Low Sept. 7 Sept. 14 Sept. 21 
71.2 45.0 64.6 288 COMBINED AVERAGE... 63.8 43.0 63.8h 63.8 60.5 
105.7 44.2 87.0 5 Agricultural Implements.... 93.0 64.1 93.0h 92.3 87.4 
42.3 20.2 27.1 6 Amusements.............. 35.7 17.8 34.4 34.4 35.7h 
58.9 35.2 655.5 13 Automobile Accessories.... 85.7 44.6 83.5 85.7H 82.0 
24.9 11.8 14.2 13 Automobiles.............. 16.8 8.8 18.7 13.8 13.1 
92.5 43.6 60.1 5 Aviation (1927 Cl—100).... 65.8 41.3 65.1 65.8h 62.6 
a4 2738 3 Baking (1926 Cl.—100)..... 13.4 7.9 12.4 184h 13.1 
240.9 153.6 191.8 2 Bottles & Cks. (1932—100).. 243.2 184.9 234.4 232.7 220.6 
186.0 100.0 131.6 4 Business Machines........ 154.0 113.7 148.5 154.0H 145.6 
229.5 178.9 227.5 , a es .6 226.1 297.5 296.6 288.4 
210.5 134.3 167.2 8 Chemicals... .0 144.6 183.9 189.0h 182.2 
87.2 22.1 28.8 16 Construction oe 56 22.6 32.2 32.0 30.3 
70.1 40.1 43.8 Be We a hic cies cine eos .8 35.7 67.9 71.3h 71.3 
37.0 25.7 32.0 2 Dairy Products............ 38.4 27.6 31.4 381.7 31.9 
26.8 16.4 21.2 8 Department Stores........ 22.9 16.0 22.9h 22.7 21.7 
84.2 56.0 73.1 7 Drugs & Toilet Articles..... 73.1 56.1 66.0 _7 60.5 
91.3 69.1 78.7 3 Electric Apparatus......... 138.4 70.1 145.8 138.4H 132.0 
211.2 103.8 211.2 2 Finance Companies........ 269.1 211.2 267.2 257.7 244.8 
64.0 51.1 58.3 _—. are 69.4 51.8 55.4 52.3 651.8 
71.1 55.1 55.7 . SE as ck cps oraess 56.4 46.5 652.5 651.1 48.7 
58.8 36.2 45.4 3 Furniture & Floor Coverings 56.1 32.1 54.8 61.9 650.7 
1372.0 1106.0 1164.9 S “Gold Wi ovis cece’ 1209.7 1044.9 1102.0 1127.6 1086.8 
35.6 25.1 35.6 5 Household Equipment..... 42.2 35.3 41.3 42.2H 40.7 
31.8 19.3 20.8 4 Investment Trusts......... 31.5 17.0 31.3 31.5h 26.9 
295.5 164.0 247.0 3 Liquor (1932 Cl.—100)..... 284.1 223.6 279.6 277.9 253.5 
53.4 34.2 44.2 By Re sg ariasyeces is 60.4 36.0 60.1 60.4H 55.2 
88.6 51.9 62.0 3 Meat Packing............. 62.2 34.5 443 41.0 38.4 
160.1 117.4 127.8 11 Metal Mining & Smelting.. 151.7 109.4 145.4 151.7h 145.3 
86.8 52.0 58.2 SS Pewclewin:.......c.5....;: TES Sd CGH 622 Ga 
25.0 15.2 21.0 3  Phonos. & Radio (1927-100) 21.7 15.9 21.6 21.7h 18.8 
72.8 32.1 34.8 18 Public Utilities............ 68.3 23.0 58.5 55.6 49.4 
66.2 384.9 43.9 8 Railroad Equipment....... 43.9 29.3 42.9 43.8 39.6 
52.0 24.5 25.8 86 Raiiréads..........:...:.. S60 16:6 26:3 29 S29 
15.9 6.0 8.8 oy DSi tad ineees s aaiee's 10.4 5.2 9.8 9.8 9.1 
50.2 28.9 41.6 3 Shipbuilding.......... 55.1 28.5 53.7 61.9 55.1H 
77.0 42.0 54.4 10 Steel &iron.............2 FRY 3.6 TAh .8 Ti.2 
31.3 20.4 22.2 a See errr 30.4 21.1 28.5 27.2 27.4 
214.0 131.5 143.2 a rer aaa 150.3 122.5 148.6 144.1 133.1 
70.3 40.2 45.2 3 Telephone & Telegraph.... 63.0 34.2 60.2 60.5 656.4 
65.8 37.5 47.8 ee an 05 oo 00 0 9:5.0°¢8;8 58.2 34.7 54.1 58.2h 55.9 
14.6 7.6 9.0 & Tires & Rubber........... 9.3 6.0 8.2 2. 7.4 
88.6 66.5 84.7 a RS Ce rere 99.2 77.2 97.6 99.23H 97.1 
73.5 43.5 65.0 S ‘Traction. ......0..0.:0000. SO CRO Gee ces 768 
275.5 43.6 258.2 3 Variety Stores............. 281.8 219.7 279.2 278.4 266.5 


H—New HIGH record since 1931. 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value t 


you. 


1 

2 

3 
envelope. 

4 


It is subject only to the following conditions: 
Give all necessary facts, but be brief. 
Confine your request to three listed securities. 
No inquiry will be answered which does not enclose stamped, self-addressea 


at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 


If not now a paid subscriber, use coupon elsewhere in this issue and send check 








AMERICAN ROLLING MILL 


Do you feel that the current outlook for 
American Rolling Mill is such as to cause 
further appreciation of shares bought at 
224%? As you can see I have a fair profit 
now, and I am wondering if it will be worth 
my while to continue to hold my stock.— 
H.A.S., Albany, N.Y. 


For the first 6 months of the current 
year American Rolling Mill reported 
earnings equal to $1.40 a share on the 
common stock, against $1.15 a share 
on the common for the comparable per- 
iod of 1934. The company’s produc- 
tion is well sustained, the outlook is 
good and at the present time we do 
feel that the shares merit continued re- 
tention for further appreciation. Only 
recently the directors of the company 
declared a dividend of 30 cents a 
share on the capital stock payable on 
October 15, which makes the first dis- 
tribution since January 15, 1931, when 
a payment of 50 cents a share was au- 
thorized. This dividend also gives the 
company the distinction of being the 
first important steel company to resume 
common stock dividends suspended as 
a result of the depression influences. 
The financial condition of the company 
is strong and as of the year end the 
total current assets amounted to $31,- 
001,650, whereas total current liabili- 
ties were only $7,585,016. At the end 
of 1933 current assets were $29,022,- 
687 and current liabilities $10,570,460. 
Since the last financial statement how- 
ever, the position of the company was 
further enhanced by redeeming its 5% 
convertible notes due on November 1, 


1938, and by selling $25,000,000 ten- 
year convertible 472% debentures. 
Thus, with the funded debt set-up of 
the company materially improved, the 
arrears on the preferred stock cleared 
away and dividends already paid on the 
common, we are of the opinion that 
this company is now in a position to 
benefit materially from a continued in- 
crease in industrial recovery. 





AMERICAN CHAIN CoO., INC. 


Would you favor me with a brief analy- 
sis of American Chain common and pre- 
ferred shares. I hold both, and in view of 
their great improvement this year, it occurs 
to me that this might be the time to sell.— 
D. S., Madison, Wis. 

American Chain Co., Inc., does a 
widely diversified business, its products 
running all the way from safety razors 
and blades to the heaviest anchor chains 
and cables for bridge construction, but 
its principal revenue-producing items 
are automobile accessories, including 
bumpers, brake parts, valves, tire chains 
and many other items. The increased 
cutput of automobiles was largely re- 
sponsible for restoring the company’s 
operations to a profitable basis last year 
for the first time since 1930. Net in- 
come for 1934 was equal to $5.16 a 
share on the 7% cumulative preferred 
stock, contrasted with a net loss of 
$431,765 for 1933. Improved condi- 
tions are further reflected in the fact 
that during the early part of 1935 
the company retired all of its $3,438,- 
500 outstanding 6% first mortgage 


and collateral trust bonds due 1938. 
Part of the funds for this retire- 
ment was raised through the pri- 
vate sale of $1,650,000 of serial notes 
at a lower interest rate, to be retired in 
annual installments between 1936 and 
1940. Also during the first half of 
1935 the company reduced its outstand- 
ing 7% preferred stock to 88,261 shares 
through purchases in the open market, 
thereby meeting the sinking fund re- 
quirements for 1934 and 1935 on this 
issue. In this way, the charges for in- 
tcrest and amortization in the future 
will be materially lower and the posi 
tion of the common stock will be im- 
proved by the reduction in outstanding 
preferred, on which dividends are in 
arrears. The declaration of a dividend 
of $1.75 on the preferred, payable Oc: 
tober 1, 1935, on account of accumula: 
tions, will be the first dividend on this 
stock since January 1, 1932, and will 
reduce the accumulations to $24.50 a 
share. Results for the first 6 months of 
1935 were also gratifying, resulting in 
a net profit of $517,606, equal to $5.87 
a share on the preferred and 83 cents 
a share on the common, against $2.57 
a share on the preferred and a deficit 
for the common in the first 6 months 
of 1934. Finances are satisfactory, the 
company having cash of $1,714,690 as 
of June 30. The outlook for the re’ 
mainder of this year is favorable, since 
billings for July and August were ap- 
proximately 25% greater than for the 
corresponding period a year ago and the 
last quarter of this year should bring 
(Please turn to page 613) 
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6 Points Profit on Electric Auto-Lite 
Advised at 25... Closed Out 31! 


















2) WESTERN (} 
UNION Decoded this wire reads: “Trading Advices Close out 
rr above thirty and one-half Electric Auto-Lite.” 
oot ures Our private code—supplied to all subscribers—keeps 


our messages strictly confidential and reduces their cost 
toa minimum. All telegrams are confirmed by mail. 











(THROUGH our Trading Advices you can take advantage of intermediate market swings. 

Our position in this department is now neutral awaiting the selection of stocks on reces- 
sions that offer quick and substantial profits. By subscribing to the Forecast at once you can 
participate in our new campaign from the very beginning. 


oy, Points Profit on Distillers Seagrams 
Advised at 16% ...... Closed Out 26! 


Distillers Seagrams was an Unusual Opportunity Three Unusual Opportunities have been selected 
recommendation. It resulted in over 56% price for sizable near-term profits from current levels. 
appreciation even if bought on an outright basis. Their average price is around 13. 


A Complete Market and Investment Service 


N addition to the above short-term profit opportunities, THE INVESTMENT AND BUSINESS 

ForECAST provides counsel for the purchase of securities for the moderate and longer trend. 
It includes dividend-paying common stocks with an investment rating in our Bargain Indi- 
cator; bonds and preferred stocks; also Long Term Speculations representing special situ- 
ations. You will receive all advices by mail and be entitled to our extensive consultation 
service regarding your individual position and objectives. 











MAIL THIS COUPON TODAY! 
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I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
I select I will receive the complete service by mail. ($125 will cover an entire year’s subscription.) 


THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 
90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 


I understand that regardless of the telegrams 


me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private Code after our Code Book has had time 


to reach you. 
[~ TRADING Short-term recommendations following important intermediate market swings. Three 
to four wires a month. Three to five stocks carried at a time. $1,000 capital sufficient 
ADVICES to act in 10 shares of all recommendations on over 50% margin. 
UNUSUAL Low-priced issues that offer outstanding possibilities for market profit. Two to three 
wires a month. Three to five stocks carried at a_ time. $500 capital sufficient 
OPPORTUNITIES to buy 10 shares of all recommendations on over 50% margin. 
BARGAIN Dividend-paying common stocks of investment rating, with exceptional price appreciation 
prospects. One to two wires a month. Three to five stocks carried at a time. $1,000 
INDICATOR capital sufficient to purchase 10 shares of all recommendations on over 50% margin. 
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Include a Complete List of Your Present Holdings for Our Analyses and Recommendations 
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Are Stocks 
| Too High? 


Has the Stock Market discounted 
i Fall Recovery, and is a recession in 
near prospect? 

Or—is the present business rise a 
forerunner of sustained recovery: 





You can get a clear-cut forecast on 
what’s ahead for stocks and business, 
prepared by one of the country s 
leading economic authorities, in the 
UNITED Fall Outlook Report. 
United Opinion on Leading Stocks 

Includes also a summary of the Stock 
Market advices of 15 leading financial au- 
thorities on more than 25 prominent stocks. 
Before making further commitments, be 
sure to read this timely Report. 


Send for Bulletin W. S. 23 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. ~ re Boston, Mass. 











| Analysis | 
| Public Utility | 
Holding Companies | 


in terms of new legislation | 





Pamphlet on request 


Established 1856 


H. HENTZ & CO. 


Members 
NEW YORK STOCK EXCHANGE 
and other leading Exchanges. 

New York Cotton Exchange Bldg | 
Hanover Square, New York 
Telephone BOwling Green 9-8420 

Uptown Offices: 
730 Fi:th Ave 132 West 31st St 














High Grade Securities 


may be bought on our 


Partial Payment Pian 


Send for explanatory Booklet M. W. 28 
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Conservative Margin A 


JAMES M. LEOPOLD & CO. 


Members New York Stock Exchange 
70 Wall Street, New York = Est. 1886 














A Business Bond 


You have a tangible bond with the com- 
panies whose stock you own. Buy their 
products—it keeps them busier. Many 
of them advertise in The Magazine of 
Wall Street. 
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A 


Atchiso 
Atlantic Coast Line... 


B 
Baltimore & Ohio.. 
Bangor & Aroostook. . 
Brooklyn-Manhattan Transit. 


Canadian Pacific . 
oT. & Ohio 

M. & St. Paul & Pacific. . 
Chicnee & Northwestern .. 


Chicago, Rock Island & Pacific .. 


D 
Delaware & Hudson......... 


Delaware, Lack. & Western......... 


E 


WO MEE Minion ce decks sve cehas 


G 
Great Northern Pfd......... 


H 
Hudson & Manhattan........... 


I 
Hilinois Central............. 
Interborough Rapid Transit. 
K 
Kansas City Southern..... 


Lehigh Valley........... 
Louisville & Nashville. 
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Missouri Pacific......... 
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Norfolk & Western...... 
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American Bank N 
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Amer. Car & Fdy.......... 
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American & Foreign Power. . 
Amer. International Corp... . 
Amer. Power & Light...... 
Amer. Radiator & S. S.. ; 
Amer. Rolling Mill.. ~ 
Amer. Smelting & Refining . 2 
Amer. Steel Foundries... .. 
Amer. Sugar ns hy ee 
we > 
Amer. T: 


Amer. Water Works & Elec... 


Amer. Woolen Pfd 
Anaconda Copper Mining... 
Amour Co. of Ill 
Atlantic Refining............ 
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Aviation Corp. Del.......... 
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Baldwin Loco. Works.. 


Beatrice ot: Senate ib ab ea 


Bendix Aviation. . 
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Best & C teeeee 


Pethlehem Steel Corp. . 


Bohn Aluminum................. 
CSL eee 


Borg Warner................. 
Briggs Mfg . - Boric ecw: 
Bristol- -Meyers 
Burroughs Adding Machine . 
Byers & Co. (A. M.) 


c 
California Packing........... 
Canada Dry Ginger Ale..... : 
ON} Ae RRR enoroe ate 
Caterpillar io See ae 
Celanese Corp.. : 
Cerro de Pasco Copper... 
Chesapeake Corp........ 
Chrysler Corp.......... 
Coca-Cola Co. 
Colgate-Palmolive-Peet. . 
Columbian Carbon 
Colum. Gas & Elec.. 
Commercial Credit......... 
Comm. Inv. Trust.......... 
Commercial Solvents... 
Congoleum-Nairn. . 
Consolidated Gas of N. Y.. 
Consol. Oil..... Spite 
Container Corp. 2 en 
Continental Can, Inc. 
Continental Insurance... . 
Continental Oil.......... 
Corn Products Refining... 
Crown Cork & Seal.... 
Cudahy Packing....... ; 
Cutler-Hammer, Inc...... 


D 





Deere & Co.. 

Diamond Match. 

Dome Mines.. ri eeoeae 
Douglas Aircraft....... 
Du Pont de Nemours..... 
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Eastman Kodak Co.... 
Electric Auto Lite... .. 
Elec. Power & Light..... 
Electric Storage Battery. . 
Endicott Johnson Corp... 
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Fairbanks, Morse & Co.... 
Firestone Tire & Rubber... 
First National Stores... . 
Foster Wheeler Corp.. . 
Freeport Texas Co..... 
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General Amer. —- 
General Baking . . 

Genera! Electric....... 
General Foods....... 
General Mills........ 
General Motors Corp. . 
General Railway Signal .. 
General Refractories. . 
Gillette Safety Razor. 
Glidden Co. 

Gold Dust Corp. cis 
Goodrich Co. (B. F.)...... 
Goodyear Tire & Rubber 
Great Western Sugar. . 
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Hercules Powder Co. 
Homestake Mining. . 
Hudson Motor Car.. 
Hupp Motor Car. 


Industrial Rayon. . 


Ingersoll-Rand........ eee Cate 
International Business Machines... . 


ter. Cement... .. 
Inter. Harvester. . 
Inter. Nickel. 
Inter. Tel. & Tel.. 
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Jewel Tea Co., Inc. 
Johns-Manvilie . . 


Kelvinator........... 
Kennecott Copper. . 
Kroger Grocery & Baking. 


Lambert Co.. 
Lehman Corp 

Libbey- rasan. O ‘Ford. 

Liggett & Myers Tob. B. 
mt, Inc 


M 
Mack Truck, Inc.. 
Macy (R m1) 
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Cashing In on 
Roosevelt 


To investors who are complaining 


about the Roosevelt administra- 


tion :— 


Naturally, Hoover securities have 
gone down. But Roosevelt se- 
curities have gone up. They are 
going up very much more if he is 
re-elected. 


The Babson Organization is endeav- 
oring to get clients into Roosevelt 
securities instead of urging them to 
hang on to Hoover securities. 
Investors who are willing to recog- 
nize and profit by the new condi- 
tions are invited to subscribe for 
Babson’s Reports. 


We now have available a few 
extra copies of our recent report 
entitled “Cashing In on Roose- 
velt.”.. Would you like a copy 
gratis? 





Babson’s Reports, 
Div. 87-77, Babson Park, Mass. 
Send gratis your report entitled 


“Cashing In on Roosevelt.” 


Name 


nn ee Ths 9 — 














STOCKS 
COMMODITIES 


Folder explaining margin requirements, commission 
charges and trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


J. A. Acosta & Co. 


Members 
New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
and other leading exchanges 


60 Beaver St. New York 


BON NDS 

















Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


John Muir& ©. 


Established 1898 
Members New York Stock Exchange 
39 Broadway New York 

















OPENING AN ACCOUNT 
Many helpful hints on trading procedure and 
methods in our booklet. Copy free on request. 
Ask for booklet MG6 
Any listed securities bought and sold 


(HisHoLM &@ (HAPMAN 


Established 1907 
New York Stock Exchange 
New York 


Members 
52 Broadway 




















To Presidents :— 
Create Investor Confidence by 
Advertising the Fact That 
You Pay Dividends Regularly! 
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Answers to Inquiries 
(Continued from page 608) 








resumption of high production by the 
automobile manufacturers who are the 
chief customers of American Chain 
Co., Inc. Moreover, the bridge con- 
struction work on the Pacific Coast and 
elsewhere should bring substantial busi- 
ness to the company’s subsidiary which 
manufactures stranded cable and wire 
rope. In view of all these constructive 
factors we advocate retention of your 
preferred and common stocks. 


CERRO de PASCO COPPER 
CORP. 

Please advise me with respect to Cerro 
de Pasco. I have a substantial profit in 
this stock, and because I have not the facili- 
ties to forecast its near and future pros- 
pects, | wnll appreciate your opinion.— 
K. M., New Orleans, La. 

Developments of the past few 
months have been increasingly favor- 
able to Cerro de Pasco Copper Corp. 
in the great advance forced by the 
United States Government in the price 
for silver and the increasing demand 
for copper through the beginnings of 
recovery in the heavier industries 
through industrial expansion plans and, 
to a certain extent, war preparations in 
various countries. Cerro de Pasco pro- 
duced about 7,000,000 ounces of silver 
in 1934 and it has been announced 
that the silver output is to be consider- 
ably increased during 1935. Because 
of the gold and silver content of its 
ores, it is one of the lowest cost copper 
producers, thus enjoying that advantage 
in the European market, where its cop- 
per is largely sold since the American 
market is not fully open to the com- 
pany because of the high tariff. In- 
creased demand for bismuth is another 
favorable factor for Cerro de Pasco, as 
the company provides about one-third 
of the total world output of that metal. 
Although interim reports are not pub- 
lished, it may be inferred that satisfac- 
tory earnings have resulted from the 
favorable factors recently in evidence, 
since Cerro de Pasco doubled its quar- 
terly dividend last July, paying $1 a 
share, compared with 50 cents quarterly 
since May, 1934, when distributions 
were resumed after a lapse of two 
years. The outlook is for continued 
high prices in the world market for 
gold and silver, under the stimulation 
of the United States Government’s 
buying policies, with the possibilities 
that still higher prices may be quoted 
for the white metal, should the govern- 
ment carry out its indicated intention 
of raising the price to the statutory 


SEPTEMBER 28, 1935 








ASSOCIATED GAS AND ELECTRIC SYSTEM 
REGISTERED SECURITY HOLDERS 
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During the first six months of 1935 
the number of owners of registered se- 
curities of the Associated System grew 
from 254,965 to 259,263, a gain of 4,298. 

Associated security holders are found 
in every State, in seven United States 
Possessions, and in 37 foreign countries 
and their dependencies. There are 90,962 
in New York State alone. 


BANKS, CHURCHES, COLLEGES 


INVEST 


The number of institutions and fiduci- 
aries holding Associated investments is 


10,340: 





4,298 
MORE 
INVESTORS in 
ASSOCIATED 
SYSTEM 


Banks and trust companies 916 
Investment trusts 335 
Investment funds 1,580 
Schools and colleges 116 
Churches 170 
Fraternal and benevolent 
organizations 486 
Insurance companies 142 
Fiduciaries 
Individuals 5,641 
Institutions 954 


The great mass of all these Associated 
security holders are people of average 
means, clerks, laborers, salesmen, teach- 
ers, professional people. More than 
120,000 are customers living in areas 
served by operating companies of the 
Associated System. 


Associated Gas & Electric System 
























Standard Gas and Electric Company 


| serves 1,659 cities and towns of twenty states . . . combined 
| population 6,000,000...total customers 1,644,345...installed 
| generating capacity 1,582,479 kilowatts...properties operate 

under the direction of Byllesby Engineering and Manage- 
| ment Corporation, the Company’s wholly-owned subsidiary. 



































MARKET 


STATISTICS 











N. Y. Times 
N. Y. Times —Dow, Jones Avgs.— , —50 Stocks———, Sales 

40 Bonds 30 Indus. 20 Rails High Low 
Monday, September 9....... 82.35 132.48 36.95 107.13 105.74 2,000,490 
Tuesday, September 10...... 82.41 133.42 37.02 107.37 105.72 1,989,830 
Wednesday, September 11.... 82.39 134.01 37.25 108.56 107.11 2,591,550 
Thursday, September 12.... 82.21 133.33 36.75 108.11 106.59 1,880,030 
Friday, September 13....... 82.28 133.52 36.52 107.91 106.59 1,731,310 
Saturday, September 14..... 82.27 133.40 36.45 107.29 106.52 632,130 
Monday, September 16...... 82.19 132.91 36.19 107.63 105.93 1,487,660 
Tuesday, September 17...... 82.09 133.11 36.16 108.31 106.23 1,334,560 
Wednesday, September 18.... 82.12 134.11 36.74 109.62 107.52 1,939,380 
Thursday, September 19.... 81.95 131.44 36.36 108.66 106.23 1,923,860 
Friday, September 20....... 81.60 128.42 35.00 105.71 103.41 2,217,550 
Saturday, September 21..... 81.50 128.78 35.07 104.80 103.95 675,600 
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level of $1.29 an ounce. With better 
prices also in longer term prospect for 
copper and the other non-ferrous metals 
produced, the longer term prospects for 
Cerro de Pasco Copper Corp. lead us 
to the opinion that present holdings 
should be retained. 


AMERICAN SAFETY RAZOR 
CORP. 

I am indeed pleased you advised me to 
hold American Safety Razor at 74. Would 
it be asking too much for a brief analysis 
of the company’s outlook now, and the 


wisest course for me to pursue as an in- 
vestor?—W. N. L., Spokane, Wash. 


Maintaining its place as the second 
largest domestic manufacturer of safety 
razors and blades, American Safety 
Razor Corp. has continued to show 
moderate improvement in earnings. 
Despite severe competition from doz- 
ens of makes of cheap razor blades, 
blades being the chief source of revenue 
of such companies, American Safety 
Razor reported for the first 6 months 
of 1935, net income of $532,866, equal 
to $3.04 a share, a material increase 
over the net income of $427,892 or 
$2.43 a share for the first half of 1934. 
This stock, although not usually a 
speculative favorite, appeals to invest- 
ors because of its generous income re- 
turn. The quarterly dividend was 
raised from $1 to $1.25 with the pay- 
ment on June 29, last, in addition to 
which an extra dividend of 25 cents and 
a special dividend of $1 were paid last 
March. Moreover, the outstanding 
174,800 shares of no par stock are the 
only capital obligations, there being no 
preferred stock or funded debt to be 
provided for from earnings. The com- 
pany has kept its finances in excellent 
condition, being thereby fortified to 
meet continued keen competition not 
only in the manufacture of razors and 
blades but brushes and other shaving 
accessories. The generous policy of 
the management toward dividends, now 
that the regular rate has been restored 
to the level prevailing before 1932, in- 
dicates that additional extra disburse- 
ments may be anticipated. Conse- 
quently, we regard retention of your 
holdings as the wise course to pursue. 


COMMERCIAL SOLVENTS 
CORP. 

I hold 200 shares of Commercial Sol- 
vents averaging 24%. I have been disap- 
pointed in its action thus far this year, and 
am interested in knowing if you look for 


improvement in the near future —H. P. O., 
Chicago, IIl. 


While recent earnings indicate that 
the dividend of this company is covered 
by a very moderate margin, neverthe- 
less, Commercial Solvents is the lead- 


ing domestic producer of industrial sol- 
vents, butanol, acetone and denatured 
ethyl alcohol, and as such earnings are 
expected to reflect further improvement 
in the general business situation. Keen 
competition from rising prices and raw 
material costs further augmented by 
labor troubles, were largely responsible 
last year for this company’s failure to 
register an increase in profit corres- 
ponding with those reported by many 
other leading chemical companies. Earn- 
ings amounted to 89 cents a share on 
the capital stock, which was 1 cent bet- 
ter than earnings reported for 1933, 
and for the first 6 months of this year 
the net income amounted to 41 cents a 
share on the capital stock, against 47 
cents for the first 6 months of 1934. 
As of December 31, 1934, cur- 
rent assets, including $8,776,567 in 
cash, amounted to $14,937,018 and 
current liabilities were $1,135,039, 
compared with cash of $1,646,642, cur- 
rent assets of $7,695,879 and current 
liabilities of $1,268,743 at the end of 
the preceding year. Originally, this 
company had almost a monopoly of the 
lacquer solvents field, but of recent 
years many competing processes and 
solvents have been developed. Because 
of these factors, no pronounced increase 
is looked for from this source of the 
company’s business this year, although 
the more recent acquisition of addi- 
tional ethyl alcohol property in the 
West and in the South, brings the 
company much nearer to the industrial 
market, which constitutes the chief 
consuming outlet for its products. In 
addition, the earnings are expected to 
reflect an increase in its whisky and 
dry ice manufacturing division which, 
during any continued period of rising 
industrial activity, ought to lift earn- 
ings, in our opinion, to considerably 
higher levels. 


GENERAL RAILWAY SIGNAL 
Co. 


I was very much interested in your dis- 
cussion of the dividend prospects for Gei- 
eral Railway Signal in your July 20 issue. 
I would like to know if you believe these 
prospects are discounted in current prices 
—if you recommend buying the stock at 
today’s price-—D. R. F., Detroit, Mich. 

General Railway Signal Co. has long 
been one of the two leading domestic 
manufacturers of railway safety devices 
and signals. In addition to its domes- 
tic business, the company, through its 
English afhliate, does an extensive busi- 
ness abroad. Profits of the company 
were relatively well sustained through 
1930, but thereafter declined progres- 
sively until a deficit of $342,151 was re- 
ported for 1934. Dependent heavily 
upon the railroads for orders, the se- 
verely restricted condition of the carriers 
was naturally largely responsible for 


the earnings decline. It is generally 
conceded by competent observers, how- 
ever, that the railroads are in urgent 
need of a vast amount of new equip- 
ment. Filling of requirements has been 
delayed, of course, by the fact that 
funds to finance equipment purchases 
have not been readily obtainable. That 
the company is efficiently organized to 
make the most of any improvement in 
the general situation is attended by the 
report for the 6 months ended June 30, 
1935, when net income of $229,143, 
equivalent after preferred require- 
ments, to 50 cents a share on the com- 
mon stock, contrasted with a deficit of 
$277,090 for the like interval of 1934, 
In consideration of the exceptionally 
strong financial condition maintained 
by the organization, together with the 
indicated improvement in the earnings 
trend, little question exists as to the 
continuance of the $1 dividend now 
paid on the common. At present prices 
of around 33, the common stock on 
the basis of its present dividend yields 
roughly 3%, which obviously discounts 
to a certain extent the improvement in 
near term prospect. On the other hand, 
this company’s capitalization is such as 
tc expect high per share earnings once 
the credit of the railroads has been re- 
established on a firm basis and with this 
situation likely to accompany further 
improvement in the general business 
situation, the shares seem suitable for 
inclusion in your account at current 
levels. 


NASH MOTORS CO. 


I have been holding Nash Motors for a 
considerable period and am disappointed in 
the recent market action of this stock when 
compared with that of other motor shares. 
Please let me have your opinion on the 
future possibilities of this stock market- 
wise —C. V. A., Easton, Pa. 

The recent market action of Nash 
Motors Co. capital stock is, in our 
opinion, chiefly attributable to the fail- 
ure of the company to thus far reattain 
profitable operations. Despite a consid- 
erable increase in sales volume, the com- 
pany reported a loss of $962,216 for 
the 6 months ended May 31, 1935. Ad- 
mittedly, this loss was considerably be- 
low that of $1,017,089 shown for the 
like interval of the previous fiscal year, 
but it failed to compare favorably with 
the results attained by the leaders in 
the industry. Recognizing that public 
demand currently favors the low priced 
automobile, the management in 1934 
introduced its new LaFayette. Labor 
difficulties tended to retard operating 
schedules, however, so that the com’ 
pany failed to benefit to the extent an- 
ticipated last year. From the stand- 
point of increased volume sales, its low 
priced models have since proven suc: 
cessful. Shipments of Nash and La- 
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Fayette cars during the 7 months ended 
July 31, 1935, amounted to 28,815 
units, whereas only 28,665 units were 
shipped in the entire year 1934. Since 
January 1, 1935, the company has an- 
nounced the addition of 456 dealers. 
The steady rise in dealer representation 
probably is due in no small measure to 
the increased activity of the company 
in the lower priced field. The company 
has maintained an exceptionally strong 
fnancial condition, with cash ‘tems 
alone approximately $9 per share on 
the capital stock and this has allowed 
continuance of the $1 annual dividend 
rate, even though not earned. With 
expenditures for plant rehabilitation 
and new model development likely to 
diminsh from now on, we feel that the 
strong underlying tone currently in 
evidence in the industry dictates main- 
tenance of your long position in Nash 
for the present, at least. 


R. J. REYNOLDS TOBACCO CO. 


Do you believe the enhancement possi- 
bilities for R. J. Reynolds Tobacco to be 
pretty well discounted in current quota- 
tions? What of the possible nullification 
of processing taxes? I have 100 shares of 
the “B” stocks bought at 42—lF. McW., 
Dallas, Texas. 


At the present time we are not in- 
clined to believe that the enhancement 
possibilities over the longer pull for R. 


| J. Reynolds Tobacco stock are espe- 


cially well discounted as reflected in 
current prices. Although interim earn- 
ings reports are not released, last year 
the net income for this company 
amounted to $21,536,894, equal to 
$2.15 a share on the combined common 
and class B stocks, against $21,153,721 
or $2.11 for the previous year. Actual- 
ly, however, the earnings improvement 
was greater than shown by those fig- 
ures. The reason for that is that in 
1933 the item reported as net income 
included $9,003,598—an amount from 
profit from the sale of the company’s 
investment in its own stock. As of 
December 31, last, cash and equivalent 
alone amounted to $34,161,950, cur- 
rent assets stood at $133,581,616, while 
current liabilities were only $7,735,549. 
Of course, last year, it is well to bear 
in mind that operations were adversely 
affected by such items as the A A A 
processing taxes which amounted to 
closely $7,000,000 according to the 
statement of the chairman of the 
board. However, cigarette production 
is making new high records and recent 
Operations have been favored in addi- 
tion to expanding volume, by the pos- 
sibilities of a reduction if not the entire 
elimination of the processing tax on 
tobaccos. There is considerable doubt, 
cf course, as to the constitutionality of 
these taxes and, all in all, these factors 
our opinion dictate a constructive at- 
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titude 
shares. 


toward the outlook for the 


UNITED BISCUIT CoO. 
OF AMERICA 


Because United Biscuit has not partici- 
pated to any great extent in recent market 
umprovement, I will appreciate your views 
on this company, and whether you are ad- 
vising your subscribers to hold or sell— 
A.J. T., Augusta, Me. 


United Biscuit Co. of America is the 
third largest baking company in point 
of size operating in the domestic mar- 
ket. The earnings record of the com- 
pany throughout the depression years 
has been remarkably good, when con- 
sideration is given to the unfavorable 
conditions existing. For the 6 months 
ended June 30, 1935, the company re- 
ported a net profit of $361,662, equal, 
after preferred requirements, to 68 
cents a share on the common stock. 
This compared with $491,277, or 98 
cents a share on the common stock in 
the first half of 1934. The second half 
is usually the most profitable one for 
the company and little difficulty should 
be experienced in covering the $1.60 
annual rate on the common. The lat- 
est available balance sheet showed a 
strong financial condition and there is 
no reason to believe that this situation 
has changed materially. Capitalization, 
moreover, is conservative, being com- 
prised of 13,998 shares of 7% preferred 
stock (par $100), 459,054 shares of 
common stock and $5,000,000 principal 
amount of 5% debenture bonds falling 
due April 1, 1950. With purchasing 
power of the general public apparently 
on the upgrade, the higher priced items 
produced by the company should be in 
greater demand henceforth and since 
the profit margins on this business are 
high, the prospect for earnings is rea- 
sonably promising. Although we do 
not feel that the earnings recovery will 
be better than gradual, longer term 
possibilities, together with the present 
vield, lead us to believe that the stock 
should be retained now. 








For Profit and Income 
(Continued from page 599) 








stock as increased shareholders will 
receive a somewhat larger return from 
regular cash and stock distributions 
than is now being paid on the present 
stock, although the exact policy in this 
respect has not been announced. Un- 
doubtedly the enlarged capitalization 
is to a considerable extent motivated by 
a desire to avoid having the eyes of 
the Federal income tax collectors look 
askance at the surplus Columbia has 





built up. That it needs the accumu- 
lated surplus in the regular conduct 
of its business is attested by the fact 
that within the next few weeks it will 
raise approximately $3,500,000 addi- 
tional capital by offering for sale 75,000 
shares of $2.75 convertible preferred 
stock at $50. It is understood that 
only 10% or 15% of this will go into 
expanded studio equipment. The bulk 
will be used as working capital in 
financing more efficient production and 
distribution of films, including further 
expansion of Columbia-owned foreign 
outlets. Columbia’s foreign business 
has contributed materially to the past 
year’s notable gain in earnings. There 
will be no change in the basic policies 
which have made the company success- 
ful, including the prudent policy of 
limiting expensive stars to six-month 
contracts, with option of several re- 
newals. The stock currently is selling 
around 68. As a speculation in a 
speculative business it has well above 
average attraction. 








Sears, Roebuck — Montgom- 
ery Ward 


(Continued from page 601) 








year and the weight of the evidence is 
heavily in favor of further gains be- 
ing made this fall. Automobile com- 
panies planning exceptionally heavy 
schedules, steel plants preparing for 
an increased demand despite the fact 
that their business has held up excep- 
tionally well during the normally dull 
summer months, together with the gains 
being made by residential construction, 
are among the important reasons for 
anticipating the improvement. These 
developments indicate greater urban 
purchasing power: what of that in 
rural districts? 


Farm Purchasing 


According to the Bureau of Agri- 
cultural Economics, this year the farm- 
ers of the United States will receive a 
cash income of $6,700,000,000, the 
greatest in five years, but considerably 
less than the figure of $10,479,000,000 
for 1929. For last year, the farmers’ 
cash income is estimated to have been 
$6,387,000,000. However, less impor- 
tant than the amount that the farmer 
will have spent in the whole of 1935, 
is the sum that he is to spend during 
the second half of the year. With a 
cash income estimated at $2,670,000,- 
000 in the first half of 1935, compared 
with $2,466,000,000 in the correspond- 
ing previous period, it means that this 
year $4,030,000,000 will be spent in 
the second half, against $3,921,000,000 
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in the second half of 1934—an increase 
of $109,000,000. While this is not a 
phenomenal sum over that expended 
during the last six months of 1934, 
nevertheless it is an increase and, thus, 
is that much to the good, so far as mer- 
chants catering to the farm trade are 
concerned. All the figures cited in- 
clude A A A benefit payments. 

Over and above the favorable outlook 
for both urban and rural purchasing 
power this fall, there is the matter of 
the Government's relief expenditures. 
Projects under the $4,880,000,000 
Work-Relief Act have been slow to 
get under way, but a start has now 
been made and this money should short- 
ly be pouring out, as from a spigot. 

Such a combination of purchasing 
power resulting from “normal” busi- 
ness improvement, higher farm incomes, 
and the continuance of artificial accel- 
erators, should be well-nigh irresistible 
in forcing further gains in retail trade. 
Sears, Roebuck and Montgomery 
Ward can be counted upon to ob- 
tain their full share of any such gains 
and, while the entire situation will have 
to be examined again some months 
from now, until then, all should be 
plain sailing. 








Hope and Despair in the 
Cotton Outlook 


(Continued from page 597) 








the AAA will present to the Supreme 
‘Court of the United States the broad 
questions involved in the unprecedented 
delegation of the power lodged in the 
hands of the Secretary of Agriculture. 
Legal minds, insofar as scanty comment 
is ventured, appear to think that the 
‘decision which finished off the Blue 
Eagle is a precedent that leaves no 
room for argument. Without assum- 
ing to marshal the pros and cons, it 
does appear that the sellers of cotton 
might well take possibilities and proba- 
bilities into account. If, for example, 
the AAA should meet some such de- 
feat as extinguished the N R A, then 
a free cotton market might not hold 
out 2 12-cent possibility. On the other 
hand a market freed from restrictions 
might find demand at a proper price 
level that would quickly absorb the 
current crop, in which case, the out- 
look for the cotton in the 12-cent loan 
would grow correspondingly brighter. 


World Supply 


The International Institute of Agri- 
culture (Rome), one of the most thor- 
ough and reliable sources of agricul- 
tural data, estimates the 1935-1936 
world cotton crop at 26,000,000 bales, 
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an increase of 2,500,000 to 3,500,000 
over the previous crop year, the in- 
crease being divided between ourselves, 
India and Brazil. Consumption is ex- 
pected to show some increase over the 
figures of a year ago, of 25,150,000 
bales. Attention is called to the in- 
crease in Brazil’s acreage up from 
1,630,000 acres to 3,950,000 acres. 
This reads more like mulplication than 
mere addition. 

The Institute points out that: “From 
an average of 51% of the world cotton 
area, in the five years ending 1929- 
1930, the United States area has fallen 
to 36%, while production has declined 
from 57% of the world total to 41%.” 

The world crop and carryover of all 
cotton, as of the close of the last crop 
year, was estimated (Bureau of Agri- 
cultural Economics) to be 25,198,000 
bales. World carryover of American 
cotton — 9,000,000 bales — of which 
7,138,000 running bales (Bureau of the 
Census) was in the United States. The 
carryover of American cotton abroad 
was cut down from 3,000,000 to ap- 
proximately 1,800,000 bales. Our ex- 
ports for the past crop year totaled 
4,795,000 bales, compared with 7,534,- 
000 for 1933-34 and a ten-year average 
(1932-1933) of 7,900,000 bales. 

World consumption figures reveal 
the effect of our policy of maintaining 
a price above the world market. World 
consumption of American cotton was 
11,300,000 bales, off about 2,366,000 
bales from the 1933-1934 figure; while 
mill consumption of foreign cottons was 
14,150,000 bales, up 2,358,000 bales 
The season just closed 1934-35, and 
that of 1930-31 are the only two years 
on record since American cotton began 
to dominate world markets when its 
use fell behind that of foreign growths. 
Normally consumption of American 
cotton exceeds foreign growths by some 
3,000,000 bales. 








What the Fourth Quarter 
Holds for Business 


(Continued from page 582) 








American copper companies _benetit 
from it through ownership of foreign 
mines. 

Recent heavy domestic purchases of 
copper, preceding and accompanying 
a rise in the price to 8/7 cents and now 
followed by a further boost to 9 cents, 
reflect to considerable extent an accu- 
mulated and deferred demand, buying 
having virtually come to a temporary 
halt after elimination of N R A code 
control broke the price from 9 to 8 
cents a few months ago. American 
production is in the hands of a few 
large companies and is excellently con- 


trolled at a rate around 20 per cent 
of capacity, the result having been a 
marked decline in stocks above ground 
during the past year. This control, 
moderate gains in demand and the 
protection of a 4-cent tariff explain 
the improved copper trend. The 
largest uses of copper are in elec 
tric manufactures, miscellaneous, auto- 
mobiles, wire and wire cloth, castings 
and building, in the order named. Ip 
all the underlying movement is upward, 
but it will be markedly so during the 
fourth quarter only in automobile de. 
mand, which also will lend some sup. 
port to lead. The seasonal factor jn 
new building and renovation is against 
both lead and zinc. 


Chemicals 


Aggregate activity in chemicals dur. 
ing the third quarter has been at the 
highest level of the year and the fourth- 
quarter outlook is favorable. Since 
comparisons are with relatively good 
1934 business—chemicals having suf- 
fered less from the depression than 
most major industries—percentage gains 
in volume and profits will continue 
moderate. The outlook for steel and 
textiles, both large users of chemicals, 
is such as to lend important last quar- 
ter support. Anti-freeze preparations, 
of course, are nearing their volume 
months. Chemicals, however, will 
chiefly reflect general industrial activity 
of the quarter, rather than create it. 


Oils 


The fourth-quarter oil outlook is 
shadowed by the usual seasonal influ: 
ence of declining consumption, together 
with price uncertainties in some sec’ 
tions, notably on the Pacific Coast. 
The longer outlook, as discussed in a 
special article on following pages of 
this issue of THE MAGAZINE OF WALL 
STREET, is increasingly favorable be: 
cause of continuing year-to-year in 
creases in consumption, together with 
a declining potential of over-produc 
tion as the flush fields of East Texas 
approach depletion and important new 
fields remain undiscovered. 


Textiles 


Production of textiles currently is in 
creasing and activity should remain a 
a favorable level at least through the 
first half of the final quarter. The out 
put of cotton textiles, long held back by 
uncertainties surrounding the Govern’ 
ment’s cotton loan policy, has spurted 
sharply in recent weeks. Stocks o 





goods in retail and wholesale hands art) 
relatively low and demand is rising. 


The peak of the present activity may kk 
late October, with activity around 33 
per cent ahead of the comparable 193 
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period. The basic situation, however, 
remains one of over-capacity in the in- 
dustry, but since the past year has been 
a lean one no serious overproduction is 
likely to develop until some time next 
year. Woolen textiles have been in a 
relatively favored position for some 
months and currently mills are operat- 
ing at close to capacity. We estimate 
fourth-quarter production at 40 to 50 
per cent in excess of the fourth quar- 
ter of last year. The early rayon out- 
look also is favorable and consumption 
will establish a new record high this 
year. Competition, price margins and 
profits constitute another matter en- 
tirely, though no threat to the immedi- 
ate price structure is in sight. Septem- 
ber silk mill activity has expanded 
sharply but high raw silk prices are a 
threat to sustained demand. 


Retail Trade 


Further moderate gains in farm in- 
come in comparison with last year, ris- 
ing Federal expenditures for relief, the 
prospect of at least modest gains in pay- 
rolls as a result of active autumn busi- 
ress and, finally, the strong seasonal 
factor, are all in favor of improving 
retail trade during the fourth quarter. 
As for the first nine months, results 
will be spotty, varying greatly from sec- 
tion to section and between different 
classes of merchandizing. The largest 
percentage gains over 1934 for all 
merchandizing enterprises have been 
in farm areas and will continue so. 
Cash farm income for the year is esti- 
mated at $6,700,000,000, the largest 
since 1930, and compares with $6,387,- 
000,000 last year. Sales of the mail 
order concerns to date are from 20 to 
25 per cent above the 1934 level. Ap- 
parel chains average around 10 per 
cent ahead, department store sales for 
the country as a whole have run 4 per 
cent ahead, while variety and grocery 
chains are only even with a year ago. 
No important change is expected in 
these relative positions, but each group 
—with the exception of foods——-should 
make a moderately better year-to-year 
showing during the final quarter. 


Railroads and Uitilities 


Until mid-August railroad car load- 
ings averaged under the comparable 
1934 level and the gain since then to 
date has been modest. The peak 
weekly figure last autumn was approxi- 
mately 646,000 cars. With this year’s 
movement of farm products substan- 
tially larger than a year ago, together 
with general business betterment, we 
estimate the October peak in loadings 
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will moderately exceed 700,000 cars 
weekly. This level will not be long 
maintained, November and December 
being months of declining freight traf- 
fic. The prospective gain will not im- 
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portantly change the drab earnings pic- 
ture for the majority of carriers or more 
than slightly stimulate purchase of 
needed equipment. The seasonal de- 
cline of the last two months of the year, 
on the other hand, should be softened 
slightly by unseasonally large shipments 
of automobiles. 

The public utility industry, thanks to 
heavy sales of household equipment, has 
virtually recovered 1929 volume of 
electric sales—but, due to lower rates 
and higher costs, is far behind 1929 
profits. On the present evidence, its 
output for the fourth quarter should 
run 10 to 12 per cent above a year 
ago. Because of expanding demand 
and on the theory that the political at- 
tack has passed its peak for the pres- 
ent, it appears likely that the final 
quarter will see some increase in the 
industry’s capital expenditures, long 
deferred. 

Among industries less vital in effect 
upon aggregate fourth quarter business, 
the season is favorable to coal, motion 
pictures and liquors, although some 
price unsettlement is a possible threat 
in the last named, while the shadow of 
lebor troubles continues to overhang 
bituminous coal, despite the Guffey 
Law. Seasonal decline will be in or- 
der for containers, shoes and raw sugar 
meltings, though for the first two year 
to year comparisons will be moderately 
favorable. Little change in the posi- 
tion of the tobacco and aviation indus- 
tries will be experienced during the 
quarter. 


Summary 


On the whole, the fourth-quarter 
prospect is preponderantly favorable. 
In relation to aggregate industrial pro- 
duction, automobiles, steel and textiles 
will contribute the strongest support 
and probably show the largest year-to- 
year gains. We estimate total produc- 
tive activity for the period will be 12 
to 15 per cent above a year ago, and 
aggregate retail trade 8 to 10 per cent 
ahead. 








Significant Foreign Events 
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War and the Business Cycle 


Statistics have a way of being not 
only exceedingly dull, but they are 
more often than not extremely deceiv- 
ing. The figures published in the lat- 
est bulletin of the League of Nations, 
however, tell a story both interesting 
and true. According to the League’s 
researches, world trade during the first 
quarter of 1935 declined 2 per cent in 
exports, 1.6 per cent in imports. In- 








dustrial production, and this is signifi- 
cant, gained for the corresponding 
period 24 per cent in Chile, 21 per cent 
in Russia, 18 per cent in Germany, 
17 per cent in Japan, 13 per cent in 
Sweden, 11 per cent in Denmark, 10 
per cent in Canada, 6 per cent in 
Great Britain, 6 per cent in the United 
States—declining only in France and 
Holland 10 per cent and 9 per cent 
respectively. 

International trade decreases, world 
production increases, but fails to usher 
in a corresponding augmentation in 
price levels. Despite the increase in 
production of individual countries, the 
loss of world trade leaves unemployed 
largely unrelieved. Thus, for example, 
the increase in business activity in the 
United States leaves us with 10,000,- 
000 unemployed. Populations suffer- 
ing from reduced purchasing power 
become disgruntled, in turn political 
security is imperilled and Dictators 
turn to war as the most convenient 
way out of current difficulties. War 
fulfills a two-fold purpose: it provides 
an artificial stimulation to international 
economic activity generated by arma- 
ments demand and the hope of new 
consumer markets or additional re- 
sources. It provides as well a ready- 
made solution to the unemployment 
problem by the direct method of anni- 
hilation. Under these circumstances, 
the fortunes of war and the trend of 
the business cycle are interdependent. 








The Crusade Against Bigness 
(Continued from page 585) 








beaten as a general method of indus- 
trial control by government, may come 
back in single file. 

Under the Utilities Act, S E C has 
the power of life and death over cer- 
tain holding companies and a strangle- 
hold on practically all operating com- 
panies. Organically S E C has about 
all the powers of jealous and inquisi- 
torial snooping that have long made 
the Federal Trade Commission the 
supreme monger of business scandal. 

The spectacle of that colossus of 
American industrial corporations, the 
American Telephone & Telegraph Co., 
paying 9 per cent dividends to 600,000 
persons was as a red rag to a bull, and 
an investigation was inevitable. That 
distinguished economic expert, Samuel 
Rayburn, of Texas, recognizing that 
the job should be done, and done well, 
put through a joint resolution author- 
izing the Federal Communications Ser- 
vice (itself the product of the emnity 
of Congress toward private enterprise) 
to spend $750,000 and exert all the 
powers of the Federal Government to 
find out everything about the A. T. T. 
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ACTIVE ISSUES 


Quotations as of Recent Date 


1935 
Price Range 
——————. Recent 
Name and Dividend High Low Price 

Alum. Co. of Amer. . : 6734 32 64 
Amer. Cyanamid B (.40). 25% 15 2314 
Amer. Gas & Elec. (*1. 40). 39% 165 34% 
Amer. Lt. & Tr. (1.20)...... 1614 7% 12% 
Amer. Superpower. . eee | 4 1% 
Assoc. Gas Elec. “A”... _.. 2% 4% KK 
pies Corp. ......... +333 7% 12% 
Cities Service........ ae % 34 1% 
Cities Service Pfd..... 2754 6% 17% 
Cleveland Elec. Illum. (2) .. 47', 23% 44% 
Colum. G. & E. cv. Pfd. (5). 88 32 82 
Commonwealth Edison (4).. 94 4744 92 
Consol. Gas Balt. (8.60).... 8934 525g 83 
Cord Corp. ({.25).......... §& 2% 4% 
Creme Oe... ....... son 7 1514 
Creole Petroleum.......... 1934 10 194% 
Distillers Cp. Seag......... 283, 135 25% 
Elec. Bond & Share. 20 %¢ 344 1134 
Elec. Bond & Share Pfd. (6). 78 37!5 64 
Elec. Pr. Assoc. A. 615 216 4% 
Fisk Rubber. . 114% 4 5% 
Ford Mot. of Can. “A” (1 14). ). 8214 2335 26 
Ford Motor, Ltd. (.10)...... 9% 1% 8 





1935 
Price Range 
= —~ Recent 
Name and Dividend High Low Price 
ge ree 7116 «38 43 
Glen Alden Coal (*1) . 24 135g 21% 
Great A. & P. Tea N.-V. (*6) 140 121 130 
 < f . ree 7434 5014 60 
Hudson Bay M. & S(.50)... 175g 11% 16% 
Pipe 10m (8)... .... 2200 64 44 5415 
Imperial Oil (*.50)......... 224% 16% 19 
Lake Shore Mines (°2)..... 58 4734 4934 
ead-Johnson & Co. (*3)... 76 55 754 
National Sugar Ref. (2)..... 35 25 25 
Niagara Hudson Pwr....... 834 24 1% 
Novadel-Agene (2)......... 30 18%4 284 
Pan-Amer. Airways (2). ... “4% 86 3814 
Hs ge Mfg. (3). --.-. 8944 5834 65 
Pitts. Pl. Glass (*2)........ 813% 463%, 79% 
Sherwin-Williams (4)....... 112 84 11134 
South Penn Oil ™ 40). ... 283% 2156 2434 
Swift Int’! (2).. ..... 864% 273% 29% 
United Founders... koee ee A 34 
United Lt. & Pwr. A. .. 8% % 1%4 
United Shoe Mach. (*2! ‘) .. 85% #£170 8416 
Walker Hiram H. W.. .. 8854 2316 265, 


* Includes extras. 











which is already known and every- 
thing that is unknown, if any such. 
The object, of course, is to wound if 
not sorely injure a company whose 
offense is that it is successful and pros- 
perous, without regard to its beneficial 
services. 

The Federal Trade Commission is 
just winding up a five-year scrutiny of 
the utility companies, and is now 
tackling an investigation of the profits 
of middlemen and processors in the 
food trades. Senator Wheeler of Mon- 
tana, foe of profits and wealth, pro- 
posed this legislative manifestation of 
envy, but Huey Long’s filibuster killed 
the appropriation of $150,000 to 
demonstrate the exploitation of the 
farmer. But in these days in Washing- 
ton there is almost always a way to 
find money to defray the expenses of 
harassing successful business. 

While business is bossed, investi- 
gated and harassed by law makers and 
law administrators, government stead- 
ily annexes business territories. Even 
in the Hoover Administration the Fed- 
eral Government was in 200 different 
businesses, and now it is in many more 
—activities, with 40 general classifica- 
tions—all the way from lumber to 
lingerie—that were once reserved for 
private effort. 

Representative Patman of Texas, 
who has won fame as a financial and 
monetary authority by his unrelenting 
advocacy of paying off the soldiers 
bonus with $2,500,000,000 of green- 
backs, is now chairman of a special 
committee of the House of Representa- 
tives which has authority to X-ray the 
“American Retail Federation” and all 
department and chain stores. Motive, 
mostly to discourage successful big- 


ness. Senator Nye is prying and prob- 
ing into all that pertains to munitions, 
and much that does not. Lobbying 
investigators can go and are going 
everywhere in the business world. 
Senator Wheeler and his Senate com- 
mittee on interstate commerce are again 
investigating the railways. A dozen 
investigations and inquiries are on by 
Congressional authority and Heaven 
cnly knows how many by whim of 
executives. 

In the earlier periods of megalopho- 
bia, Congress was undoubtedly moti- 
vated mostly by a genuine fear of the 
great size of business instrumentalities. 
The object of legislation was sincerely 
to prevent corporate organizations 
from dominating the economic life and 
liberties of the nation and to put the 
fear of God into corporations which 
had become so reckless and greedy in 
the acquisition of power and so wanton 
and unsocial in its exercise. Nobody 
whose memory goes back thirty years 
can fail to recall how brutally the will 
of the great railway and industrial cor- 
porations prevailed in state legisla- 
tures and in Congress. Those days were 
in strange contrast with these times 
when it has come to be considered an 
offense against the dignity of Congress 
for corporations representing millions 
cr citizens even to express opposition 
or favor for legislation. 

Nowadays the vice of envy is a 
great factor in the drive on bigness. 
It is evidenced in the angry outcries 
against large salaries, which members 
of Congress and a considerable section 
cf the public are coming to consider 
vicious without regard to the services 
rendered in return for them. Salaries 
are dragged out and published because 


it is known that they will anger the 
mob and excite its cupidity. Great ac. 
cumulations of wealth are derogated 
even when, as in the case of the insur. 
ance companies, their wealth is the 
wealth of millions of people. The idea 
imported from Europe and the soured 
Marxians that all wealth is a social 
result and an unearned increment has 
penetrated deep during the hard times, 
and the assumption of great burdens 
under the social security act—burdens 
of pensions, unemployment insurance, 
etc., will fix the popular impression that 
somehow great amassments of wealth 
are something which, like the saloon 
and the liquor trade, must be licensed 
and taxed to neutralize their iniquity, 
The New Deal has given a bent toward 
the enslavement of wealth which will 
be difficult to straighten out, if it ever 
is. It has started us on the highroad 
toward socialization. How far we 
shall travel it can be settled only at 
the polls. 





Sicha in Wane 
(Continued from page 579) 








come to be identified with magnificent 
and reckless spending. Such impres 
sions percolating through to Farley and 
the President may be accountable for 
recent revival of talk about reducing 
expenditures and balancing the budget. 


The next budget for emergency 
expenditures is to be scrutinized and 
revised by the Bureau of the Budget, 
and many of the disbursing agencies are 
already being subjected to a review of 
their current spending. Payrolls are 
already being checked over with the 
purpose of bringing them into line with 
the rates of pay prevailing in the per: 
manent establishments, and there is 
more or less of an intention to make 
the 1936-37 outgo less by $2,000,000, 
000 than for the current fiscal year. 


Silver mention is not considered 
good form around the Treasury. Ex: 
cept Herman Oliphant, chief counsel 
to the Secretary. Experts in the de’ 
partment privately consider that the 
whole silver restoration idea is the 
most consummate puerility and worse 

an atrocious instance of the scram: 
bling of politics and money. As far as 
possible, the tendency is quietly to con 
sign silver to the catch-bag of forgotten 
miracles to have been. But silver Sena’ 
tors are on guard. Look for a spurt in 
silver buying about the time Congress 
reconvenes. 


Stabilization is yearned for, but nv 
body dare propose to raise the valuation 
of the dollar although its present un 
dervaluation keeps gold pouring into 
the U. S. from the whole world. 
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As I See It 
(Continued from page 575) 











lishmen, each with a different purpose 
to his call but each before he left 
brought up a different phase of the war 
debt question and presented his argu- 
ments for its solution. Other Americans 
had like experience with highly organ- 
ized but subtle argumentative strategy 
No, the British are seldom outpointed 
at home or abroad. When Ethiopia 
gave the oil concession to American 
interests, Mr. Rickett, an Englishman, 
was the negotiating agent. Under pres- 
sure from our State Department, Amer- 
ican oil companies withdrew. Who 
has the oil concession now? Mr. 
Rickett. 

In view of the long routine of suc- 
cesses in both negotiation and conquest 
which Britain has established, Il Duce 
may well watch his step. In courting 
a conflict with Great Britain he takes 
on an adversary of the most formidable 
proportions on land, sea or in the air. 
He engages an empire fighting for its 
national existence just as he is fighting 
for his political existence. He opposes a 
people of high intelligence, of unsur- 
passed strategy and of a valor proven 
in centuries of conflict. 





Why Oil Securities Should 
Be Held 


(Continued from page 587) 








cult to make Diesel oil from gasoline. 
Gasoline is clean and completely evapo- 
rates on exposure. If taxes are levied 
on gasoline, they would quickly be ap- 
plied were Diesel oil generally used in 
its place. The Tulsa refinery price of 
gasoline is less than the average tax in 
the country. All the rest you pay 
is taxes, transportation and marketing. 

All of this does not mean that the 
Diesel engine has not a great future. 
Its development and application to all 
suitable uses is a great advantage to 
the oil industry. It would raise the 
price you have to pay for house heating 
oil and the money return for a barrel 
of crude oil. It can be used wherever 
the retail distribution of Diesel oil is 
not involved. 

The same reasoning applies to other 
advertised discoveries such as_ solid 
gasoline. When a product is moved 
in pipelines and tank-cars as a liquid, 
there is no other form of transporta- 
tion which can compete. It is handled 
by pumps or gravity and in every way 
its liquid composition facilitates its 
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delivery to the tank of your car. Were 
it solid the cost would be prohibitive 
and your gasoline would cost several 
cents per gallon more than it does. 
One of the foreign companies once 
tried the delivery of solid kerosene, 
but the blocks would not pile, because 
of being too plastic. 


Political Factors 


The failure of Congress to pass any 
of the rabid control bills for oil has a 
solid economic background. There is 
no labor problem in oil to compare 
with that in soft coal. Oil is an ex- 
panding industry where labor disputes 
are few because wages and working 
conditions have always been liberal: 
coal is a declining business employing 
much more labor per unit of output. 
The pressure for a Guffey Bill was not 
because the coal people are below the 
average of national morality, but that 
their hands were tied due to the en- 
croachment of efficiency, oil, electricity 
and natural gas on the market for coal. 

That part of the oil industry which 
is a business rather than a wild specu- 
lation has worked consistently for the 
orderly production of crude oil. The 
mechanism of control is nearing com- 
pletion. There is full realization of 
the fact that our oil supplies are small 
in relation to the national demand for 
liquid fuel. Failing the discovery of 
another large field with ten thousand 
owners, oil will be much less of a 
menace to coal each succeeding year. 
The only point then in further control 
of oil is to hasten that which has 
almost arrived. There is therefore no 
point in wasting time on a problem 
already convalescent to the neglect of 
more pressing matters. It is probable 
that further efforts to nationalize oil 
will meet obstacles in Congress and 
will die in committee. 

The oil industry is making gradual 
progress toward the correction of its 
major difficulties. At the moment the 
California situation and the uncer- 
tainty at Rodessa may cause some 
further unsettlement in the oil securi- 
ties, but the danger of an agreement 
in California makes the sale of invest- 
ment securities very dangerous. The 
investor should rather give attention to 
his selection of oils and the actual status 
of the general market. If the position 
of business is sound and the market 
technically strong, the investor should 
hold his oil securities regardless of 
minor fluctuations. 
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the Next Issue 
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What’s Ahead 
for Your 


Investments? 


These are changing times. 


Every issue of The Magazine of 
Wall Street sees many far-reach- 
ing developments in the worlds of 
business, economics, politics — 
foresees their effects on invest- 
ments. 


It is The Magazine of Wall 
Street’s task to foresee these de- 
velopments—to interpret them so 
the thousands of businessmen- 
investors who are its readers may 
plot their investment course in- 
telligently, leisurely. 


It Can Help You— 


Take advantage of the special 
“short-term” trial subscription 
offer described below. 


See how the regular reading of 
The Magazine of Wall Street can 
give you a clear picture of busi- 
ness and security trends, weeks 
and often months before the usual 
news channels. 


It can keep you posted on your 
present investments—point out 
new opportunities. And, as one 
investor wrote: “Even if I had no 
investments to make, and keep 
track of, I would want The Maga- 
zine of Wall Street. It is as 
broadening as a college course. 
and perpetually renews one’s 
contact with the worlds of indus- 
try and economics.” 


Accept This Offer Now! 


Be sure to receive the important issues 
scheduled for the months ahead. Every 
issue will contain timely information of 
real dollars-and-cents value to you. 
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The Stock Market for the 
Next Fortnight 


(Continued from page 577) 








extension of the general advance above 
recent high prices, there are two in- 
ternal considerations that must be taken 
into account. The first is that, under 
the Federal Reserve rules, 50 per cent 
of the stocks which were in the 25- 
per-cent margin zone last March were 
up to the 45-per-cent margin zone 
around price levels just prior to the 
present reaction. While it is true that 
margin buying has not been a predom- 
inant factor in the market's long ad- 
vance, it is logical to believe that, since 
most issues at recent highest quotations 
had substantially discounted strictly 
investment considerations, any material 


extension of the rise would increasingly 
demand speculative support. This 
means that above recent best prices 
the anti-pyramiding restrictions would 
tend to restrict such speculation. 
Second, the resignation of Joseph P. 
Kennedy as chairman of the Securities 
and Exchange Commission can not be 
taken as other than disappointing, 
though it had been expected. Mr. 
Kennedy’s skilled administration has 
done much to relieve original fears as 
to the effect of S E C rule upon the 
stock market and speculative activity. 
It remains to be seen what the attitude 
of this agency will be under a new 
chairman whose appointment by Presi- 
dent Roosevelt is being awaited at this 
writing with the keenest of interest. 
The trend in basic commodity mar- 
kets appears to remain generally up- 
ward, featured by recent sharp ad- 
vance in wheat in reflection of greatly 
curtailed supplies of this staple in the 


Argentine and Australia and a resulté 
ant advance in the world price to the 
best figure in several years. 

Foreign exchanges currently are 
dominated by the war scare, which’ 
thus far has tended to weaken most’ 
foreign moneys against the dollar. Un 
derlying the immediate excitement, 
however, the slow deterioration of the’ 
gold bloc’s position apparently is con-§ 
tinuing, with pressure heaviest on Hol 
land and with a further flow of gold? 
indicated for us. Current firmness in¥ 
gold shares, at prices well above ree 
cent lows, appears to represent specu-) 
lation on eventual gold bloc devaluay} 
tion—first by Holland—and a conse! 
quent higher price for gold in devalued® 
currencies. While there is certainly n 
early prospect of a change in the statug 
of the dollar, foreign monetary depre- 
ciation could again make it at least a¥ 
possibility for the market to take into™ 
account. 3 








Appraising Individual Public Utility Issues 
Under the New Law 





May Be Severely Hampered By Act (Continued from page 593) 





Company 


Recent 


COMMENTS 





North American Co. 


6% Cum. Preferred 
Common 


Ultimate fate of company difficult to determine. Principal operating 


Debenture 5s, 1961............... 


groups, although concentrated in four principal areas, are nevertheless 
widely separated. Moreover, objection to the company’s present set- 
up as regards twice removed holding companies would seem valid. 
On the other hand management is largely localized and the company’s 
management has an excellent reputation, factors which may have a 
favorable bearing with the S EC. Should company be compelled to 
divest itself of its large holdings in Detroit Edison and Pacific Gas & 
Elec., funds realized might be used to retire debentures in whole or in 
part. Preferred may be held forincome, Common holdings, likewise, 
should not be disturbed for the present. 





Standard Gas & Electric 
6% Notes, 1935 
Debenture 6s, 1951...... 
Debenture 6s, 1966 
Standard Power & Light 

Deb. 6s, 1957 

$7 Cum. Prior Preference 

$6 Cum. Prior Preference 

$4 Cum. Preferred 


In an extremely vulnerable position. Company’s operating properties 
are probably more widely scattered than those of any other major hold- 
ing company, making the problem of unification and simplification an 
unusually difficult one. Moreover, many properties are partially owned 
through intermediary holding companies and, in addition, large manage- 
ment fees are extracted from some of the operating companies. Obvi- 
ously the position of the company is decidedly a defensive one, placing 
the debentures in a speculative position and obscuring the ultimate 
status of the preferred and common shares. 





United Light & Power 
Ist Cons. 5%s, 1959 
Debenture 6%s, 1974 
Debenture 6s, 1975 
United Light & Railways 
Ist Cons. 6s, 1952 
Debenture 6s, 1973 
$6 Cum. Conv. Ist Pfd. “A” 
Class A Common 


Ultimate disposition of company under the Act is decidedly uncertain 
but simplification and revamping appear to be a foregone prospect. 
Several holding companies in the system are more than twice removed 
from the top holding company, while operating properties controlled 
by the United Light & Rwys., are some distance removed. Although 
some properties operate in adjoining states, they are not entirely 


, contiguous. Company’s finances have been improved and mortgage 


bonds are reasonably secure, but debentures and various stock issues 
are radically speculative. 





Utilities Power & Light 


Debenture 5s, 1959 
7% Cum. Preferred 


Debenture 5 %s, 1947............. 


Another of the more vulnerable systems. Although the company con- 
trols important operating properties, they are widely flung and include 
units both in Canada and England. Further, the presence of sub- 
holding companies twice removed from the top holding company 
clearly suggests the possibility of at least partial dissolution and simpli- 
fication. In addition, the company relies rather heavily on manage- 
ment fee income. Senior capitalization is heavy and, under present 
conditions, limits the earning power applicable to the various stock 
issues. All of the company’s securities are speculative. 
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